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FORUM URGES STRENGTHENING PUBLIC OWNERSHIP 
OW270648 Beijing Domestic Service in Mandarin 1200 GMT 24 Now 85 


[Text] A forum sponsored by the State Council's Development Research 
Center to discuss the reform of ownership of means of production ended 

in Beijing on 24 November 1985. It pointed out that the realistic reform 
of ownership of means of production and proper readjustment to rationalize 
the internal structure of different forms of ownership within society 

are major elements for the smooth progress of economic structurai reform. 


The meeting noted: Since the 3d Plenary Session of the llth CPC Central 
Committee, the structure of ownership of means of productions in China 
has undergone marked changes, with the sccialist economic system of 
public ownership assuming a leading role and coexisting with multiple 
economic elements and multiple forms of business operations. Along 

with the changing composition of all kinds of ownership and the emergence 
in large numbers of various types of economic associations, there is 
urgent need to carry out new theoretical study'‘in order to strengthen 
guidance over actual work. 


The meeting decided: In order to consolidate and develop the socialist 
system of public ownership, it is necessary to treat the internal 
structural reform of enterprises owned by the people as the focal point 
of reform of ownership. Some small enterprises may continue to 
implement the system of contractural operation or operate independently. 
Conditions ‘aust be created to allow collectively owned enterprises to 
operate independently and to assume sole responsibility for profits and 
losses. In the course of. developing tertiary industry in towns and 
villages, it is necessary to promote collective and cooperative 
undertakings of the working people and continue to support and guide the 
healthy growth of individual-based economy in towna and villages. 


The meeting also urged that theoretical and political studies be reinforced 
in order to propel the reform of the ownership system. 


/12640 
CSO: 4006/367 
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ARTICULATED INDUSTRIAL ENTERPRISE PAYROLL TARGETS ANALYZED 
Beijing JINGJI YANJIU [ECONOMIC RLS.ARCH] in Chinese No 9, 20 Sep 85 pp 65-70 


[Article by Zou Xuerong [6760 1331 2837], Diao Longxin [0341 7127 0207], Pan 
Jiaming [3382 0163 6900] and Li Xiaojie [7812 1420 2638] of the Xinan Teachers 
College Management Science Research Association: "Tentative Ideas on Arti- 
culated Industrial Enterprise Payroll Targets") 


[Text] Along with the current thorough economic system reforms, industrial 
enterprise wage reform is imminent and linking economic results to enterprise 
payrolls has become an inevitable historical development. But the problem 
of which targets it is best to link to industrial enterprise payrolls has 
still not been settled. Having studied certain current overseas evaluations 
of basic-level enterprise management results targets, and investigated and 
studied articulated targets which are being tested in China, we now present 
our tentative ideas on this problem. 


I. The Guiding Ideology To Determine Articulated Payroll Targets 


Articulated industrial enterprise payroll targets affect the rational dis- 
tribution of the interests of the state, enterprises and staff members and 
workers and directly affect the vital interests of enterprise staff members 
and workers particularly. 


In order to determine ideal targets, the guiding ideology must first be clari- 
fied. What should be regarded as the guiding ideology to determine articu- 
lated industrial enterprise payroll targets? 


All ordinary comrades think that the guiding ideology to determine articu- 
lated payroll targets msut be to fully reflect the requirement of distribution 
according to work, link enterprise management results to payrolls and choose 
targets which are most able to reflect economic results as the articulated 
ones. In principle, linking enterprise economic results to payrolls is cor- 
rect, but economic results, as these comrades understand them, refer to im- 
mediate or practical ones. Although articulated targets which consider only 
immediate and do not study long-range economic results will reflect the prin- 
ciple of distribution according to work, they will result in enterprises 
using all of their equipment for current production, neglecting production 
safety, not carrying out essential equipment transformation and personnel 








training and not paying attention to product development work. From a long- 
range perspective, they will result in enterprises naving no future and in 
a decline in overall national production capacity and social wealth. Thus, 
this guiding ideology is limited and one-sided. 


Of course, articulated targets which stress only long-range and neglect im- 
mediate economic results are also incorrect. Since only immediate economic 
results can reflect current enterprise management results and only links to 
these results can truly reflect the requirement of distribution according 

to work, and moreover, since immediate economic results are the starting 
point and foundation of long-range ones, without immediate economic results, 
long-range ones would be idle talk. In addition, there is no way to accurate- 
ly calculate long-range economic results at present. 


Thus, we think that the guiding ideology to determine articulated industrixl 
enterprise payroll targets should be to be able to both reflect the require- 
ment of distribution according to work and link it to immediate enterprise 
economic results and also be favorable to long-range enterprise economic re- 
sults and promote rapid enterprise development, in order to improve macro- 
economic results and increase overall national wealth. In other words, de- 
termined articulated targets should be able to actively promote all enter- 
prises to focus closely on acting in the best national interests and encourage 
them not only to do a good job of producing and marketing products and to 
improve immediate economic results, but even more important, should encourage 
them to actively invest and expand reproduction in order to conform to nation- 
al macroeconomic strategic goals and plans. Moreover, targets must conform 

to objective reality. In other ‘words, they must be both simple and clear 

and also feasible and able to d’fferentiate between what enterprises should 

be responsible for and what not. Only targets determined with this guiding 
ideology will be correct, able to guide enterprises to combine immediate and 
long-range economic results and microeconomic and macroeconomic results, and 
forever full of vitality. 


II. Current Overseas Studies on Articulated Basic-Level Enterprise Payroll 
Targets 


During the 1960's, the Soviet Union and certain Eastern European countries, 
one after another, carried out economic system reforms, transferred some power 
to basic-level enterprises and were similarly involved in the problem of which 
targets to link to payrolls. Through many years of study and repeated prac- 
tice, these countries have determined certain horizontal basic-level manage- 
ment result targets. A thorough and careful study of these targets will un- 
doubtedly be an important inspiration to us in determining our articulated 
payroll targets. 


1. Major Horizontal Basic Level Enterprise Management Result Targets Used 
by the Soviet Union 


Since the Soviet Union carried out system reforms and transfer of power to 
lower levels during the 1960's, they also used two horizontal basic-level 
enterprise management result targets, the sales fluctuation rate target, and 








the weighted profit fluctuation rate and investment profit margin target, 
principally the latter. 


We will now concentrate on analyzing the advantages and disadvantages of the 
weighted profit fluctuation rate and investment profit margin target. 


First, we will take a look at the contents of this target. This Soviet tar- 
get consists of two formulas, the first being: 


» | 
At = alPt - Pt-1) pr 


P K 





In this formuia, a plus P equals l, a ana B are both coefficients and the 
coefficients are different for various industrial departments. 


Also, Pt represez «s the current year's profits, Pt-] the preceeding year's 
profits and Kt tie investment amount. 


The first part of the formula is actually the profit-fluctuation percentage 
times its coefficient. The second part is.gctually the investment-profit 
margin times its coefficient. The figure A; is the horizontal enterprise 
management results target derived form separately multiplying these two tar- 
gets times their coefficients. 


By linking this target to payrolls, we calculate the bonuses issued to enter- 
prises and derive the second formula, which is: 


In this formula, tp represents total bonuses issued to enterprises and W 
represents wage funds. 


We can easily see from the first formula above that Soviet horizontal basic- 
level management result targets mainly consider two factors. The first is 
the profit-fluctuation rate and the second the investment-profit margin. 
After weighting, these two factors are #,-. It can,be seen from the second 
formula that the size of bonyses (<p ) depends gi: A; W. If W is always con- 
stant tp will increase when 4} increases. But *: also directly affects the 
investment profit margin and profit fluctuation rate and even of the invest- 
ment profit margin of new investment projects drops, as long as the profit- 
fluctuation rate is kept at a specific high level, At will still be able to 
increase and the total amount of bonuses be raised. 


At this point, we must especially point out two problems which are closely 
interrelated with this articulated target, in order to help us evaluate it 
more objectively. The first concerns the concept of profit. In the Soviet 
Union, the concept of profit refers to the amount of book profit minus in- 
vestment cost, and investment cost is determined by the average value of fund 
opportunity cost throughout society. The second is the problem of the state 
using land rent to regulate regional differences. Since regional differences 





are great in the Soviet Union, some regions have good conditions with low 
costs and high profits, and other regions have poor conditions with high cost 
and low profits. Enterprises themselves are unable to control the effects 

of regional conditions, so the state regulates them with land rent (on ground 
occupied by factory buildings, making it somewhat higher in high-profit re- 
gions and somewhat lower in low-profit ones. 


This Soviet target's consideration of two factors has the following advan- 
tages: the investment-profit margin reflects the input-output relationship 
and economic results, and the profit growth-rate target can encourage enter- 
prises to invest, since increased investment can generally raise total profits. 
This overcomes the disadvantages of using a single target. Moreover, the 
Soviet deduction of investment cost from profit ensures that the state re- 
ceives the largest part and, when using this target, consideration of regional 
differences is also quite fair and calculations are easy. In addition, this 
Soviet target is also linked to total enterprise bonuses and reflects the 
requirement of distribution according to work. But it also has limitations. 
This is shown mainly in its somewhat excessive calculation of enterprises. 
Since its profits are deducted from investment cost, their absolute amount 

is small, and its use of the concept of total investment inevitably results 
in a large denominator, small numerator and low investment-profit margin. 
Although it ensures that the state receives the largest part, there is little 
enterprise leeway and, after being linked to this target, funds can generally 
be used only for bonuses and not wages. Thus, it also affects, to a certain 
extent, enterprise enthusiasm. Furthermore, Soviet investments are genere iy 
allocated by the state, and enterprises lack autonomy and flexibility in 
handling investment problems. This also affects, to a certain extent, the 
profits provided to the state by enterprises and thus, the increase in over- 
all social wealth. 


The form cf ownership in the Soviet Union is basically the same as that in 
China. Their way of considering articulated enterprise payroll targets and 
weighting many targets as well as their way of using land rent to regulate 
enterprises with different regional conditions can all enlighten us in con- 
Sidering our articulated enterprise payroll targets. 


2. The Yugoslav Horizontal Basic-Level Enterprise Target 


The Yugoslav basic-level enterprise target considers the proportional re- 
lationship between profits and the number of workers, i.e., profits divided 
by the number of workers. The advantage of this target is that it is able 

to reflect the relationship between live labor and profits, but it inevitably 
results in enterprises considering only the proportional relationship between 
the profit increment and the number of workers increment (The increase in 
profits divided by the increase in the number of workers). As long as profits 
are high, they are willing to accept them, but if the profit margin of new 
investment projects is lower than previously, they are unwilling to invest 

in new projects. Moreover, no one wants to run low-profit industries, which 
inevitably results in enterprises shrinking and overall social wealth de- 
creasing. Furthermore, old workers are unwilling to add new workers along 
with new investment. Obviously, this Yugoslav target is not very ideal. 








III. Current Chinese Studies of Major Tests of and Tentative Ideas on Articu- 
lated Targets 


Since the PRC began its economic system reforms, many theoretical and prac- 
tical workers have explored articulated payroll targets and many comrades who 
are engaged in practical work are still conducting tests. The major tests 
are on such plans as wage content payment per 100 yuan output value, articu- 
lated taxes and profits turned over to the state, articulated profits, and 
wage content payment per ton of coal. The major theoretical tests are on 
articulated net output value and articulated fund profit-margin targets. 
These experimental plans and tentative ‘deas will be significant in preventing 
enterprises from practicing "big-pottism," promoting thorough enterprise wage 
reform and increasing enterprise vitality. But in order to do a better job 
of this work, we feel that there are parts of all these plans which are worth 
Studying. We will now concentrate on an analysis of three plans, i.e., wage 
content payment per 100 yuan output value, articulated taxes and profits 
turned over to the state and articulated fund profit margin. 


1. On the Wage Content Payment Per 100 Yuan Output Value Target 


Wage content payment per 100 yuan output value is being tested mainly in the 
construction industry. It links enterprise payrolls to overall enterprise 
production results and plays an important role in preventing enterprises from 
practicing "big-pottism" and in implementing distribution according to work. 
Moreover, this articulation plan can also spur enterprise investment, since 
the larger the investment, the greater the production capacity and the higher 
the output value. Furthermore, it also has the advantage of simplifying 
Calculations. But if this target is not handled well, it may result in enter- 
prises striving unilaterally for output value and speed and neglecting econo- 
mic results. This would result in poor results concealed by high speed and, 
what is more, in increased losses for losing enterprises. Although losing 
enterprises do not create new output value but, instead, consume social 
wealth, they still calculate gross output value and can still increase their 
payrolls through increasing their gross output value. As a result, the more 
their gross output value is increased, the greater are their losses. Thus, 
this target is not linked to enterprise economic results. In addition, when 
gross industrial output value is calculated according to the factory method, 
the higher the degree of production specialization, the more duplicate calcu- 
lations. Thus, it is not constant in enterprises with different degrees of 
specialization. In similar industries, the output value of the things pro- 
duced is different since the input is different, and the more input, the 
greater the output value. If the construction industry uses the same amount 
of live labor to build houses of different building costs, their output values 
will be different, and in this respect, the requirement of distribution ac- 
cording to work will not be expressed. Since this target has these limita- 
tions, it is not very suitable to the further development of economic system 
reform. 


2. On Taxes and Profits Turned Over to the State 


It is clear that payrolls are linked to taxes and profits turned over to the 
State. In addition to this target's advantages of being favorable to guiding 





enterprises to increase investment, expand reproduction and simplify calcula- 
tions and exchange, and since it is a comprehensive target quite able to re- 
flect enterprise economic results, it links, to a certain extent, enterprise 
payrolls to their economic results and is favorable to guiding enterprises 

to transfer production management onto the central track of iaproving economic 
results and thus, is more able to reflect the requirement of distribution 
according to work. Therefore, it is better than the output value target and 
a fairly good current articulated target. But it also still has limitations, 
which are shown mainly by its not being themost comprehensive reflection of 
economic results. This is because there are two totally different ways to 
increase taxes and profits: one is relying on improving labor efficiency, 
i.e., saving labor consumption and use, or the route of getting more output 
out of less input; the other is relying on increasing labor input, i.e., in- 
creasing labor consumption and use, or the route of getting more output out 
of more input. Only the first way is suited to the needs of economic results. 
Thus, this target may lead enterprises to only pay attention to increasing 
taxes and profits and to neglect labor efficiency, thus causing waste of raw 
and processed materials and energy resources. According to our investigation, 
total 1984 experimental enterprise taxes and profits generally increased, 

but so did fixed costs, and at quite a fast pace, so that economic results 
were not ideal. Moreover, this target is still an absolute value target, 
cannot distinguish the profit levels of enterprises of different sizes and 
thus, is not constant for enterprises of different sizes. 


3. On the Fund-Profit Tax Rate Target 


Some comrades in theoretical circles have considered using the fund-profit 
tax rate as an articulated target, since it fully reflects the contrasting 
relationship between input (including labor consumption and use) and output. 
This target can directly show investment results and is themost comprehensive 
of all enterprise economic targets and the key one in evaluating overall in- 
dustrial enterprise economic results. The use of this target link can guide 
enterprises to transfer production management onto the central track of im- 
proving economic results. Indeed, the fund-profit tax rate is the most com- 
prehensive target in reflecting economic results. If it is linked to payrolls, 
it will be able to spur enterprises to fully utilize their fixed assets. 
Moreover, it will speed up circulating fund turnover and reduce circulating 
fund use. Thus, it can better develop the best results of all funds and inm- 
prove enterprise economic results to the greatest degree. But there are also 
problems in linking this target alone to enterprise wages. It may cause 
enterprises to be unwilling to make active investments, thus resulting in 
enterprises shrinking and overall social wealth decreasing. Since the fund- 
profit tax rate is the proportional relationship between two quantities, it 
is not an absolute value. Thus, in order for an enterprise to achieve a high 
fund-profit margin, it can reduce investment. The principle is quite simple: 
when the fund-profit tax rate of new investment projects is higher than pre- 
viously, enterprises are willing to invest in new projects, but when it is 
lower than that for previous projects, they are unwilling to invest. And 
that is not all. If the state uses the fund-profit tax rate as an articulated 
target, enterprises will have two ways to raise their fund-profit tax rate, 
one being to increase profits and reduce investment, and the other to reduce 





both investment and profits. This is unsuited to the needs of macroeconomic 
results and unfavorable to increasing social wealth. 


It can be seen from the foregoing analysis that among current domestic articu- 
lation plans, although the output value target is favorable to causing enter- 
prises to invest, yet it is very detrimental to helping them improve their 
economic results. Although the profit tax target is better than the output 
value target, being able to both spur enterprise investment and reflect, to 

a certain extent, economic results and being one of the better current articu- 
lated targets, yet is it still not the best target to guide enterprises to 
transfer production management onto the central track of improving economic 
results. And although the fund-profit tax rate target proposed by some com- 
rades in theoretical circles can help enterprises to improve economic results, 
it is unfavorable to enterprise investment. 


IV. Tentative Ideas on Articulated Payroll Targets 


Ye have analyzed certain foreign and domestic targets above. We can see from 
this analysis that all single targets, regardless of how comprehensive, have 
limitations. Only targets which complement each other, as in the Soviet 
Union, and ones which are determined by the use of the weighting method are 
somewhat more rational. Thus, China's articulated payroll targets can con- 
Sider the use of the weighting method, considering both the factor of pro- 
moting enterprise investment and also that of helping enterprises to improve 
their economic results. In this way, we can avoid the limitations of indi- 
vidual targets and thus, make them somewhat more ideal. 


Specifically, we think that two targets can be considered, one being the taxes 
and profits turned over to the state target and the other the fund-profit 

tax rate target. After weighting, these two targets are regarded as articu- 
lated targets. Thus, we have worked out the following articulation formula: 


F-wla(W-1)+eR)C 


In this formula, F is the amount of wage growth, W the payroll base, m the 
current year's taxes and profits, V the determined tax-profit base, K total 
funds and C a relevant constant set for enterprises by the state and linked 
to payrolls after weighting, or the ratio between the weighted tax-profit 
growth rate and fund-profit tax rate targets and wage growth. 


Also, d plus e equals l, and d and e are coefficients 


We can clearly see from this formula that since payrolls (W) are a fixed 
amount and the ratio between weigli.ted targets and wage growth is a constant, 
the value of the amount of wage growth (F) thus depends on the tax-profit 
fluctuation rate (} - 1) and the fund-profit tax rate op. If tax-profit 
growth is large and the fund profit tax rate high, the payroll increase will 
be large and if tax-profit growth is small and the fund-profit tax rate low, 
the payroll increase will be small. All of these factors affect payroll 
increases. 














Since this articulated target considers two factors, taxes and profits 
turned over to the state and the fund-profit tax rate, and since the taxes 
and profits turned over to the state target are a labor result, have the 
function of funds, and are an absolute value target, linking this target to 
payrolls can help enterprises to actively invest, expand reproduction and 
thus, increase social wealth. The fund-profit tax rate is an input-output 
ratio and a relative value target. Using this target can encourage enter- 
prises to improve their economic results and use as little input as possible 
to produce as many products as possible which are suited to social needs. 
The target produced by weighting these two targets will be both an absolute 
value and a relative value target and be favorable to both encouraging enter- 
prise investment and helping enterprises to improve their economic results, 
thus remedying the inadequacies of individual targets. Thus, we think that 
this target is better than the tax-profit target, the fund-profit tax rate 
target or the output value target and is a fairly ideal articulated target. 


Although this articulated target is fairly ideal, in its specific implementa- 
tion, attention must still be paid to the following areas: 


First, the price problem. The price problem is closely !ciated to taxes and 
profits turned over to the state. If price deviates from value, taxes and 
profits turned over to the state and the fund-profit tax rate will both be 
partially distorted. Since the phenomenon of price deviating from value is 
particularly serious in China's present price system and price policy, some 
enterprises make a living and others suffer losses from price deviations. 

Some enterprises do not rely on reducing cost and increasing output to in- 
crease taxes and profits but instead, on raised prices, negotiated prices 

and above-plan floating prices. The result of this is that overall social 
wealth does not increase, commodity use value does not increase, or only in- 
creases a little, and the amount of currency issued increases greatly. The 
taxes, profits and payrolls of these enterprises increase but the whole 
society loses. This is both irrational and also quite harmful, does not truly 
implement the principle of distribution according to work and also results 

in markets being unstable. Thus, in order to truly carry out the principle 

of state distribution to enterprises according to their work and enable social 
wealth to truly and steadily increase, we must first reform our price system 
and price policy. Moreover, considering these factors when determining artic- 
ulated base proportions is the key to the success or failure of wage reform. 


Second, the nature of the industry problem. A country's industrial system 

is composed of various industries. Since the production conditions, process- 
ing targets and produced products of various industries are different and 
these differences are directly affected by the country's resources, the profit 
margins of various enterprises are different. Some industries have high costs 
and low profits and others low costs and high profits. Using uniform standard 
links for all of them would be unfair and unfavorable to macroeconomic pro- 
portional coordination. Thus, when determining base and proportions, we must 
consider different fators for different industries. 


Third, the regional problem. China is a country with a vast territory. Due 
to the effect of regional conditions, some areas have good transport services 








and thus, low costs and high profits, while others are jvst the opposite. 
Moreover, these differences are beyond the control of enterprises while 
directly affecting their economic results. Thus, when determining bases, 
we must also consider regional factors. 


Fourth, the problem of linking up reform parts to form a whole. Since the 
wage problem is not isolated but is interrelated with other areas of society, 
reforming the wage system alone would thus not do. We must link up the parts 
to form a whole and make comprehensive reforms. Only if corresponding changes 
occur in the political system, the economic system, economic laws and regu- 
lations, the cadre system, wage reform of other industries, the price system 
and the management system will victory be able to be won in comprehensive 
reform and thus, the final victory be won in wage reform. It is self-evident 
that if other reforms do not keep pace and wage reform is like an isolated 
force penetrating deep into enemy territory, the results will not be ideal. 


12267/12955 
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PROVINCIAL AFFAIRS 


TIANJIN NOTES LIVING STANDARD ON RISE 
0W110716 Beijing XINHUA in English 0657 GMT 11 Dec 85 


[Text] Tianjin, December 11 (XINHUA)--Most of Tianjin's urban residents will 
enjoy reasonable living standards by 1992, with more of their incomes 
available for leisure and luxury items, according to a social survey team. 


By that year, average income per person will rise to 960 yuan from 800 yuan 
this year, said Sun Hailin, head of the team that has been investigating local 
living standards. 


He announced the team's forecasts at a seminar of sociologists and economists 
which closed here last week. 


Gross domestic product per person will rise by 8.5 percent a year to reach 800 
U.S. dollars (about 2,560 yuan) by 1992, participants in the seminar were 
told. And the consumption pattern of the city's 3,700,000 urban residents 
will change considerably. 


Tianjin is one of China's three state-administered municipalities, and one of 
14 coastal cities which opened to foreign trade and investment last year. 


By 1992, local residents will spend 12 percent of their incomes on leisure and 
non-essential goods, up four percent from this year, the seminar was told. 

The proportion of spending on rents and clothing will remain much the same as 
today. 


Food will take up 52.3 percent of all spending, down from 56 percent now, but 
residents will enjoy a better diet. 


They will consume 2,800 kilocalories a day on average, 100 kilocalories more 
than at present, and 84 grams of protein--up four grams. Present intake is 
already above international standards for maintaining normal health. 


Compared with this year, the average resident will eat 30 percent more meat 
(to 27 kilograms); twice as many eggs (to 20 kilograms); 60 percent more fish 
and seafood (to 14 kilograms); and 70 percent more fruit (to 57 kilograms). 
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Meanwhile, all urban families will be able to acquire TV sets by 1992, and 
half will be color TV's. At present, 97 precent have TV's, but only 13 
percent are color. 


The seminar was told that 70 percent of families would have tape recorders and 
washing machines by then--up 21 and 32 percent respectively. 


Twenty percent of families will own refrigerators by then (six percent now), 
and 30 percent will have cameras (15 percent now). 


The survey on living standards began last April. It was organized by Sun 
Hailin, secretary of the Tianjin Municipal Communist Youth League Committee. 


One thousand families in Tianjin's nine urban districts were selected at 
random. Members over the age of 15 all answered questions about family 
budget, employment, housing conditions and education. 


The survey shows per-capita income has increased by 8.8 percent a year since 
1978, compared with only 1.6 percent between 1957 and 1976. 


Each resident now occupies an average of 5.4 square meters of living space--50 
percent more than seven years ago. 


Each household has spent an average of 200 yuan a year over the past few years 
on consumer durables, such as TV's, tape recorders, refrigerators and 
furniture. 


Regular government subsidies are now granted to only 0.7 percent of the 
population, said an official of the municipal statistics bureau. They are 
mostly childless, pensionless old people and minors whose parents ‘have died. 


Families with per-capita monthly income below 25 yuan are entitled to 
subsidies. 


According to bank sources, now every resident in Tianjin has 360 yuan of bank 
savings. 


/9599 
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JIANGSU PORT PROFITS FROM OPEN POLICY 
0W110916 Beijing XINHUA in English 0910 GMT 11 Dec 85 


[Text] Nanjing, December 11 (XINHUA)--China's open policy is enabling a 
coastal city to produce 3.5 billion yuan worth of industrial and agricultural 
products in 1985, according to local authorities. 


This is 1.26 billion yuan more than in 1983, equivalent to the total increased 
for the period from 1979 to 1983. 


Lianyungang, Jiangsu Province, was designated in April 1984 to use flexible 
methods to attract foreign investment, along with 13 other coastal cities. 


In the past year and more, it hag signed 130 economic and technical coopera- 
tion contracts with overseas investors. Some imported production lines of 
beer, toilet paper, and plastic zippers are already in operation. 


A coal dock with an annual capacity of 10 million tons and nine 10,000 dwt 
berths is under construction ct the Lianyungang harbor, which handles nine 
million tons of incoming and outgoing cargo at present. 


Air services from the city to Beijing, Shanghai, Nanjing and Jinan have been 
opened. The city used to have no air links with other parts of China. 


Lianyungang, in the middle of China's coastline, has an area of 6,265 sq km 
and a population of three million. 


/9599 
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HUNAN TIGHTENS SUPERVISION, REDUCES BURDEN ON ENTERPRISES 
Beijing ZHONGGUO XIANGZHENQIYE BAO in Chinese 17 Aug 85 7 1 


[Article by reporter Peng Fugui [1756 0126 2710] and special correspondent 
Kuang Yucheng [0562 0642 2052]: “Human Calls for Strengthening Supervision 
Over and Reducing Burden on Township and Town Enterprises") 


{Text] ‘The Hunan provincial party committee and the general office of the Hunan 
provincial government recently issued a "Notice to the Township and Town 
Enterprises Bureau of the Province, Transmitting Report Concerning the Reduction 
of the Burden on Township and Town Enterprises" and called on the bureau to 
strengthen supervision over and protect the legitimate rights of the township 
and town enterprises. 


The notice pointed out that, despite their considerable gains in recent years, 
these enterprises, because of their weak economic foundation, were not able to 
bear the burden imposed by society and that we should offer them various forms 
of assistance to help them to survive and develop in a positive manner. 


The notice also pointed out that, in view of the excessive burden borne by 
these enterprises at the present time, the various localities must make serious 
efforts to check up on and put things in order, that the burdens exceeding the 
limits set by the Central Committee, the State Council, the provincial party 
committee and the provincial government must be lifted, that an end must be 

put to the random levying of fees by certain departments, the indiscriminate 
incurrence of expenditures by certain cadres and the evil practice of infringing 
upon the interests of the township and town enterprises. To that end, the 
following provisions have been made: 


1. Henceforth, various public enterprises whose establishment requires financing 
by township and town enterprises, businessmen and the masses must be discussed 
and approved by the governments and people's congresses of the same level. 


2. The various public expenditures in the rural areas and the various expendi- 
tures of the township and town governments must not be drawn directly from these 
enterprises. In accordance with the "limited contract payment to the higher 
authorities" measure, the enterprises are to pay no more than 30 percent of their 
profits. Generally speaking, profits should be collected when they are being 
paid at the end of the year and not in advance. Furthermore, enterprises which 
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have made no profits must not be made to contract loans in order to turn over 
profits to the township and town governments. The Agricultural Bank is empowered 
to impose sanctions on the extension of credit loans for the payment of profits 
by nonprofitmaking enterprises. The interest accumulated during the loan period 
is to be paid back by the township and town governments. The Agricultural Bank 
has the power to refuse payment of profits exceeding the stipulated amount to 

the township and township governments. Profits paid in excess of the stipulated 
amount are to be paid back to the management departments of the rural and township 
enterprises and the Agricultural Bank and are to be used as working funds 

for promoting the development of township and town enterprises. 





3. The deposits of fixed assets depreciation charges drawn by the township 
and town enterprises (renewal and renovation charges for mines), major repair 
charges and funds of the enterprises are to be used under the supervision of 
the Agricultural Bank to ensure that funds earmarked for specific purposes are 
used accordingly. 


4. Management charges of an operational nature are to be collected by the 
concerned departments from the enterprises in strict accordance with the principle 
for the collection of fees for services actually rendered. 


Fees collected under an assortment of pretexts, such as "invoice fees," “official 
stamp fees" and “linkage fees" are to be abolished. The various fees are to 

be collected in accordance with the provisions set by the central and provincial 
governments and the unified method and standard set by the township and town 
enterprise bureau in conjunction with the concerned departments and with the 
approval of the provincial people's government. 


5. Financial administration of the enterprises must be strengthened in accordance 
with the financial system. All the funds and materials of the township and 

town enterprises misappropriated by cadres taking advantage of their positions 
must be sorted out and returned to their rightful owners within a fixed period 

of time. All cases of graft and embezzlement must be investigated and disposed 

of without delay. 


9621/12980 
CSO: 4006/27 
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GUANGXI'S TOWNSHIP ENTERPRISES MAKE NEW GAINS 
Beijing ZHONGGUO XIANGZHENQIYE BAO in Chinese 24 Aug 85 p 4 


[Article by Zhao Wei [6392 7614]: "Guangxi's Township and Town Enterprises 
Enter New Stage of Development") 


[Text] Since the meeting on the work being done in rural areas throughout the 
autonomous region in January, the township and town enterprises in Guangxi 

have reversed the situation marked by sluggish development and lack of initiative 
in recent years and have begun to embark on a new stage of development. 


The major aspects of the new stage of development are as follows: 


1. Sustained increase in production. The gross income of enterprises at the 
township and town levels throughout the region for the first quarter showed 

an increase of 31.11 percent, while their cumulative total income from January 
to June came to over 500 million yuan, showing an increase of 44 percent compared 
to the same period last year. 


2. Balanced development. The 13 perfectures and cities throughout the region 
have shown various degrees of development. Development has been speeded up 
even in the Qinzhou and Yulin prefectures where township and town enterprises 
are already relatively developed. 


3. Favorable situation marked by the simultaneous development of enterprises 
operated by townships and towns villages joint enterprises, combined households, 
and households. During the first half of the year, the total income of the enter- 
prises on the township, town, and village levels showed an increase of 44 percent 
compared to the same period last year, while the total income of the township 

and town enterprises jointly operated by the rural areas, combined households, 
and households came to over 480 million yuan, or more than the total income 

for the prévious year. The total income of the township and town enterprises 
throughout the region set up under these five economic patterns exceeded 1 

billion yuan. 


4. Enterprises set up with external and internal financial resources and with 
funds raised by the masses have sprung up vigorously under various patterns 

such as joint operations, partnership, joint capital, the furnishing of technology 
and equipment and the buying of shares. 
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The favorable situation of the township and town enterprises in Guangxi during 
the first half of the year may be attributed to the following: 


1. The clear-cut guiding iceology of treating the accelerated development of 
township and town enterprises as a strategic mission for vitalizing the economy 
of Guangxi. At the end of last year, the CPC Central Committee issued the 
following instruction to the Guangxi Autonomous Region: "It is necessary to 
recognize clearly the special features of the economy of Guangxi, to take ad- 
vantage of its strong points and to minimize its weaknesses so as to develop 
its assets to the fullest extent. It is necessary to motivate the spirit of 
initiative of the vast number of cadres and the masses by the relaxation of 
policies, to exploit its potential and to do creditable work in the economic 
field.” At the meeting on the work being done in the rural areas throughout 
the region in January, the participants, in keeping with the spirit of the 
documents issued by the party Central Committee and its leading comrades, put 
the emphasis on studying ways and means toSpeed up the development of township 
and town enterprises while discussing the readjustment of the structure of 
rural industries. The comrades at the meeting came to realize that, in view 
of the relatively low rate of development of the township and town enterprises, 
the speeding up of the pace of development of such enterprises should be regarded 
as a strategic mission for the vigorous development of the economy of the 
region. Following the meeting, a “Notification Concerning the Speeding Up of 
the DeveJ.opment of Township and Town Enterprises" was issued by the regional 
party committee and the regional people's government, urging the doubling of 
the total income of these enterprises in 1984 within 2 or 3 years and again 
doubling the total income for that period by 1990. The party committees and 
governments at various levels as well as the various trades and businesses 
were urged to direct their efforts toward the achievement of that objective. 


2. Relaxation of policy and motivating the spirit of initiative of the vast 
number of cadres and the masses. The party committee and the people's govern- 
ment of the region are to relax their policies in the following areas: 


-- Following the reform of the system for monopoly purchasing and assigned 
purchasing of agricultural products, these enterprises are to be allowed to en- 
gage directly in processing and transportation operations through various channels 
free from restrictions previously imposed by the division of labor. 


-- Relaxation of restiictions on mining by peasants. Except for gold, silver 
and crystal which are to be purchased by the concerned departments of the state, 
other minerals are to be allowed to be mined and marketed by peasants. 


-- Like state construction enterprises, the construction teams in the rural 
areas are to be allowed to participate in bidding for construction projects 

and no restriction is to be put on their movements outsid- counties into the 
cities and outside the region. 


-- Various measures are to be adopted to solve the problem relating to develop- 
ment funds. Preferential treatment regarding the reduction and exemption of 
taxes is to be accorded to township and town enterprises in accurdance with 
existing provisions. 
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-- The practice of levying random charges on peasant operations must be dis- 
continued. 


-- The various departments of the governments at various levels are to provide 
guidance and support to promote the development of township and town enterprises 
and to give them the "green light" in the supply of funds and materials. 


-- Encouragement is to be given to the peasants to set up factories in the 
cities, to engage in the service trades and to provide various manual services. 


-- Those falsely accused of economic crimes must be compensated. 


Most of the prefectures, cities and counties have drawn up specific provisions 
or programs for the implementation of the above-mentioned policy of relaxation 
to permit peasants full freedom to establish enterprises. Taking into con- 
sideration the actual situation in the prefecture, the Hechi administrative 
office has given active support to the peasants to engage in mining and made 
specific provisions for making use of state loans to provide assistance to the 
aged, the young and the remote and mountainous areas in order to promote the 
development of towaship and town enterprises. 


3. Strengthening of leadership. On the one hand, the past practice of "stress- 
ing the jmportance of state enterprises, neglecting collective enterprises and 
discrim’nating against private enterprises" has given way to rttaching equal 
importzmce to the development of state, collective and private enterprises so 
that cownship and town enterprises have truly come into their own. On an 
investigation trip to Qingshan and Chacheng villages, Comrade Liu Wanfu [0491 
5502 4395], by dealing immediately with the problem arising from the shortage 

of funds experienced by the Qingshan Feed Processing Plant and the Chacheng 

Paper Carton Factory, has made it possible for the factories to begin normal 
production ahead of schedule. On the other hand, the managemen’ structure has 
been perfected and its personnel upgraded. All the 13 prefectures and cities, 
and 82 counties and county-administered cities, and the first class suburban 
governments in 3 counties have all set up township and town enterprise admini- 
strative bureaus. Each of the bureaus in the various counties has on the average 
eight cadres, so that better service is being rendered. Leadership and management 
have also been strengthened in townships and towns where township and town 
enterprises are being developed at a relatively rapid rate. 





9621/12980 
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PROVINCIAL AFFAIRS 


WUHAN MAKES ECONOMIC GAINS DURING FIRST HALF OF 1985 
Wuhan CHANGJIANG RIBAO in Chinese 1 Aug 85 p 1 
[Article: "Wuhan Makes Steady Economic Progress During First Half of 1985") 


{Text} At a press conference held by the propaganda department of the Wuhan 
party committee on 29 July, the responsible comrade from the statistical bureau 
of the city cited many figures to indicate the economic effectiveness, the 
vigorous condition of the market, the substantial increase in the retail sale 
of commodities and the large amount of currency withdrawn from circulation in 
the city during the first half of the year. 


Compared to the same period last year, the gross value of industrial production 
in the city increased 18.8 percent during the first half of the year. The 

gross production value of the industries originally included in the plan showed 
an increase of 15 percent; income’from the sale of products increased 22.6 
percent; profit taxes increased 28.4 percent; the turnover period of funds 

was shortened 12.1 days; the profit tax generated by 100 yuan of funds increased 
from 33.02 to 39.45 yuan; the rate of labor productivity of the entire body 

of workers in the state-owned industries in the city increased 16.1 percent. 


As a result of increased industrial production and the opening up of three 

towns, the market became even more prosperous. During the first half of the 

year, the retail sale of commodities in the city totaled 2,532,000,000 yuan, 
representing a 44.3-percent increase over the same period last year, while the 
retail sale of consumer products came to 2,276,000,000 yuan, showing an increase 
of 45.8 percent compared to the same period last year. The months of March 

and April, traditionally the off-season, have witnessed further changes in that 
the off-season is no longer the slack season, while the busy season has reached 

a new peak of prosperity. That is especially true in regard to high-grade 
electrical appliances. The 20,000 color television sets, the 10,000 refrigerators 
and the 10,000 washing machines allocated to the city by the state for advance 
sales were snapped up in short order. The sale of bicycles, electric table 

fans and television sets by state and collective businesses during the first 

half of the year showed an increase of 31.6, 160.2 and 54.6 percent, respectively, 
compared with the same period last year. The amount of transactions in country 
fair trade during the first half of the year increased to 173 million yuan, 
showing an increase of 75.3 percent compared to the same period last year. 

Brisk business was done by the 50 various trade centers which registered increases 
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in purchases and sales. Due to the prosperity of the various small commodities 
markets and the 10 streets in the business district, the amount of currency 
recalled in the city (cash income minus cash expenditures) during the first 
half of the year came to 413 million yuan, showing an increase of 196 million 
yuan, or 90.5 perceut over the amount for the same period last year. 


As indicated by the statistical data, the relatively high rate of increase in 
industrial production in the city has resulted in a shortage of energy, materials 
and foreign exchange. At the same time, the cost of comparable products has 

gone up, while the quality of the products has gone down. The new problems 

that have emerged must be given due attention by those in leadership positions 

at various levels as well as by the departments concerned. 
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SICHUAN'S CHONGQING ASSISTS DISABLED, POOR 
0WO70807 Beijing XINHUA in English 0639 GMT 7 Dec 85 


[Text] Chongqing, December 7 (XINHUA)--The authorities of Chongqing's depart- 
ment of civil affairs are trying to help the city's disabled people and 150,000 
poor families in the suburbs to raise themselves out of poverty in the next 
five years. 


Each member of such families earns less than 150 yuan a year, about 250 yuan 
lower than others, said an official of the department. 


About 133 welfare factories, which make food, leather shoes, furniture, garm- 
ents and automobile fittings, have been set up in the countryside since last 
January, and they are staffed by some 3,100 disabled or poor people, he said. 


These factories had made 940,000 yuan in profit by October of this year. The 
output value came to 10.25 million yuan. They are exempt from taxes, said 
the official. 





The workers’ incomes averaged 50 yuan a month during this period. 


In Jiulongpo District, 441 disabled people, making up 80 percent of the dis- 
abled who are waiting for jobs, have been employed this year. 


The city's department of civil affairs has invested about 230,000 yuan in 
building welfare factories. Social organizations and local factories also 
denoted funds or equipment. 
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SHAANXI ENTERPRISES--During the first half of the year, the total income of 
township and township enterprises and the gross value of industrial production 
in Shaanxi Province came to 63.5 and 63.4 percent of the quota for the year, 
respectively. The amounts of major products, taxes and profits, and the various 
comparable economic indices have also shown notable gains compared to the same 
period last year. Despite the acute shortage of funds and raw materials, the 
township and town enterprises in the province have, by coming to grips with 
realities and putting a premium on self-reliance, made use of various means 

to raise over 200 million yuan as published. During the first half of the 
year, the province has, by greatly developing its lateral economic relations, 
developed over 200 projects with various parties in and out of the province, 
taken in over 1,000 skilled workers and brought in funds amounting to over 30 
million yuan. Some of the projects have already been completed and put into 
production. [Text] [Beijing ZHONGGUO XIANGZHENQIYE BAO in Chinese 17 Aug 85 
p 1} 9621/12980 : 
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ECONOMIC MANAGEMENT 


FINANCE MINISTRY BANS YEAR-END SPENDING SPREE 
0W290610 Beijing XINHUA Domestic Service in Chinese 0216 GMT 28 Nov 85 


[Text] Beijing, 28 Nov (XINHUA) -- The Finance Ministry recently stressed: 
Since the beginning of this year, various localities have done much and 
achieved successes in cutting down administrative spending. However, 

we must also realize that we still have a tremendous job to do in 

order to fulfill this year's target of controlling administrative 

outlays. In the remaining month of this year, all localities should act 
strictly according to the relevant State Council guidelines, and guard 
against a year-end spending spree. There should be absolutely no 
relaxation in this effort. 


Since last February, when the State Council issued a circular on reducing 
administrative outlays, departments at the central level and various 
localities have made joint efforts to cut down spending. As a result, 
the country's total administrative outlays for the January-October period 
rose only 10 percent from the same period of last year, the lowest growth 
rate registered in recent years. Tianjin Municipality, Nei Monggol 
Autonomous Region, and Jilin Province had even reduced their spending below 
last year's level. They did so by enforcing a system of leaders taking 
personal responsibility ‘and centralized approval, by strictly limiting 
the increase of administrative personnel, by rigorously controlling 
institutional purchases [purchases made on the market for public use by 
the nation's government departments, mass organizations, army units, 
enterprises, and establishments], and by vigorously reducing equipment 
repair spending. In an effort to further cut administrative outlays and 
prevent a year-end spending spree, many localities have recently issued 
urgent circulars calling for using the opportunity of the current general 
tax and financial investigation to stop financial loopholws and achieve 
the goal of reducing this year's administrative outlays. 
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JPRS=CEA~86-003 
7 January 1996 


ECONOMIC MANAGEMENT 


TIANJIN CPC OFFICIALS AT MARKET MANAGEMENT RECTIFICATION MEETING 
SK020632 Tianjin City Service in Mandarin 1430 GMT 30 Nov 85 


[Text] The second-stage party rectification meeting held by market 
departments pointed out: Commerce is an undertaking related to thousands 
of households. Every shop or counter represents a window of society. 
The party rectification results of commercial units will have a bearing 
on the entire society. For this reason, all party members and cadres 
should participate in correcting party style, start with themselves to 
influence others, and bring about a fundamental improvement in party 
style and business style. 


The meeting was held from 26 to 30 November with the participation of the 
cadres in charge of market management of the municipal CPC Committee. 

CPC Committee responsbile persons of the 68 second-stage party 
rectification units of the market departments conscientiously reviewed 
and examined their party rectification work during the meeting in an 
effort to find out where they lagged behind. They formulated 10 measures 
for improving party style on a priority basis, strengthening party 
rectification, and preventing and overcoming vague generalization in 
party rectification work. Six units, including the Tianjin branch of 

the Industry-Commerce Bank, introduced their experiences in party 
rectification. 


The municipal CPC Committee and government attached great importance to 
this meeting. Municipal leading comrades, including We Zhen, Wang 
Xudong, and Lu Xuezheng, attended to hear reports on party rectification 
of market departments. 


At today's session, Wu Zhen, deputy secretary of the municipal CPC 
Committee, spoke on how to deepen the second-stage party rectification. 
He said: During party rectification, every party member should, first 
of all, adhere to the purpose of the party and firmly foster the idea 
of serving the people wholeheartedly. Once this issue is resolved, many 
other problems can be reddily solved. 


He pointed out: Leaving things in violation of party spirit unsurmounted 
and uncorrected, we cannot say that our party rectification tasks are 
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fulfilled. Therefore, we should emphasize the link of strengthening party 
spirit and improving party style, and see to it that every department, 
every unit, and every party member shows remarkable improvement after party 
rectification, takes on a new look, truly does some solid work for the 
people, and makes contributions to the party's cause. 


The Market Management Department of the municipal CPC Committee also worked 
out 10 measures and demands for the next phase of the second-stage party 
rectification work. CPC Committee responsible persons of the party 
rectification units of the market departments, totaling more than 250, 
were present at the meeting. 
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ECONOMIC MANAGEMENT 


GOVERNMENT TO ENHANCE PRODUCT QUALITY OVERSIGHT 
0W021216 Beijing XINHUA Domestic Service in Chinese 0907 GMT 1 Dec 85 


[Excerpts] Beijing, 1 Dec (XINHUA) -- With the approval of the State 
Council, the State Economic Commission had decided to set up and 
strengthen a number of state centers for supervising, examining, and 
testing the quality of products with a view to increasing the state's 
oversight of product quality. 


Our country has 37 state centers for examining and testing product 
quality at present. According to the plan of the State Economic 
Commission, the number of such centers will surpass 100 in 1986. 


The state center for examining and testing product quality is an 
institute authorized by the state to supervise, examine, and test product 
quality. Its major functions are: To supervise and spot-check product 
quality on behalf of the state; to examine and test the quality of 
products dubbed as quality products; to examine the quality of products 
with production permits; to examine major new products that require 
verification; to mediate disputes about product quality; *~ research and 
develop new technology for examining and testing; to train examining and 
testing personnel; and to take part in formulating and revising the 
criterion of quality and in testing and verification tasks. 


The products currently supervised and examined by the state centers for 

examining and testing product quality are chiefly means of production, 

durable consumer goods that are short of supply, and products that concern ° 
the safety and health of users. These include raw and semifinished 

materials, machinery products, electronic products and electrical 

appliances, light and textile products, foodstuffs, firefighting products, 

and medicines. 
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7 January 1986 


ECONOMIC MANAGEMENT 


GUANGDONG MAKES HEADWAY IN IMPORTING ADVANCED TECHNOLOGY 


HK300918 . Guangzhou Guangdong Provincial Service in Mandarin 0400 GMT 
28 Nov 85 


[Text]; Over the years, the province has made remarkable headway in 
importing advanced overseas technology and equipment. From 1982 to 

the first half of this year, the province imported in all more than 700 
items of production and assembly lines and so on, involving 500,000 

sets of equipment. After being assimilated, improved, and produced, 

this technology and equipment have greatly improved the economic results, 
so that both the technological level and product quality of the province's 
industrial and transport enterprises have greatly improved. They are 
mainly manifested in three areas: 


First, some key enterprises and trades have undergone a rather large- 
scale transformation so that they have taken on a new look. In the 
course of importing, Guangzhou, Foshan, Jiangmen, and Shantou cities, 

as well as the electronics, light, textile, and food industries, 
conducted technological transformation among key enterprises. Therefore, 
both the technological and product quality of these localities and trades 
were greatly improved. 


Take Foshan City as an example. Over the past 5 years, it transformed 
wholly or partially over 950 enterprises so that about 60 percent of 
the city's industrial equipment reached world standards of the late 
1970's and early 1980's. 


Second, the province has developed a number of new products and improved 
the competitiveness of Guangdong products in both domestic and overseas 
markets. Over the years, through the import of technology, the province 
has developed over 10,000 kinds of new products, which both invigorated 
the economy and made the market brisk. At present, electric home 
appliances and electronic products have entered the households of the 
masses on a large scale. 


Third, the industrial structure is becoming more rational and the economic 
results are steadily improving. Over the years, the province's gross 
industrial output value has been growing at an average annual rate of 9 
percent. Both the sales revenues and the profits realized grew 
simultaneously. 
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7 January 1986 


ECONOMIC MANAGEMENT 


BEIJING TO CONSOLIDATE CONSTPUCTION INDUSTRY 


OW010001 Beijing XINHUA Domestic Service in Chinese 0231 GMT 30 Nov 85 


[Text] Beijing, 30 Nov (XINHUA) -- In accordance with the instructions 
of central leading comrades, Beijing will carry out an overall consolidation 
of its construction industry this winter and next spring. 


Owing to the great development of Beijing's construction in recent years, 
the city has seen gratifying changes in its appearance. However, 
because of oversize capital construction projects, a sharp increase of 
the number of construction workers, and irregularities and mismanagement 
of some construction units, the quality of certain construction projects 
is inferior, the waste of resources is enormous, and the economic and 
social value of these projects is low. 


Leading comrades of the central authorities have expressed great concern 
over the capital's ubban and rural development and its construction 
industry, and have time and again given instructions in this regard. In 
accordance with these instructions, the Beijing Municipal CPC Committee 
and the municipal government have decided to carry out an overall 
consolidation of the capital's construction industry this winter and 
next spring along with party rectification and reforms in an effort to 
correct the following: bureaucratic attitudes and unhealthy practices 
among leading cadres who abuse their authority to make personal gains; 
the tendency to pay attention only to quantity at the expense of 

quality and social value; the tendency to slacken ideological and political 
work; irregularities such as overpricing, making improper requests, and 
imposing obstacles, making illegal gains by subcontracting construction 
projects; and squandering resources. At the same time, they will also 
require the construction trade to educate its personnel on lofty ideals 
and discipline, intensify quality control and streamline management at 
construction sites, dismiss construction workers from other localities 
working in Beijing, and consolidate various types of construction and 
development companies and contractors. 
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JPRS-CEA-86-003 
7 January 1986 


ECONOMIC MANAGEMENT 


SHANDONG UTILIZES TECHNOLOGY IMPORTS, EXPANDS EXPORTS 
SK300078 Jinan DAZHONG RIBAO in Chinese 13 Nov 85 p 1 


[Text] With the guidance of the CPC Central Committee's principle of 
opening to the outside world, our province has achieved notable results 
in importing advanced foreign technology and key equipment, and in carrying 
out innovations existing enterprises in a planned and step-by-step manner. 
During the Sixth 5-Year Plan period, our province has carried out 401 
technology and equipment import projects and used $255 million of foreign 
exchange through such measures as foreign exchange loans, buyer's credits, 
compensatory trade and leasing business. Thanks to technology and equip- 
ment imports, this year the industrial output value increased by 240 
million yuan, and profits and taxes by 730 million yuan, as compared with 
1981. Compared with 1981, the amount of foreign exchange earned and 
conserved increased by $220 million this year. 


The technological competence and the equipment of enterprises have 
improved. During the Sixth 5-Year Plan period, our province imported 
more than 20 major technologies, 10,000 sets of equipment, and 96 
production lines. Most of these technologies and equipment are close to 
or reach the world levels of the late 1970s and early 1980s. They have 
played an important role in raising the technological level of our 
province's industrial production. 


The ability of enterprises to develop new products has increased, and the 
upgrading and updating of products have been accelerated. Through 
technology imports over the past few years, our province has developed 
more than 100 major new products, of which some 40 products, such as 
a. machine tools, coated thin paper for pictures, the NTP series 
of recorder fuses, Chinese character laser photo typesetting and 

printing [han zi ji guang zhao pai 3352 1316 3423 0342 3564 2226], 4100 
diesel engine, granular barium carbonate, and graphite emulsion [shi mo 
ru 4258 1075 0050], and thereby filled in gaps in the country. 


Product quality has improved and exports of goods have expanded. Accord- 
ing to incomplete statistics, through technology imports our province 
has notably improved the quality of 132 major products over the past few 
years. Textile entepprises of our province have imported 83,000 spindles 
of various types, and 112 sets of printing and dyeing equipment, thus 
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promoting the development of export goods. Over the last 5 years the 
purchases of export products totaled 3.2 billion yuan, and $1.5 
billion of foreign exchange was earned. Compared with 1981, foreign 
exchange earnings increased by 77 percent this year. 


Technical forces have been cultivated, and the managerial level of 
enterprises has improved. Our province has learned some new 
technologies and advanced managerial experiences over the past flew years 
through technology imports, technical guidance by invited foreign 
technical personnel, and sending personnel abroad for technological 
investigation and production field training, thus improving the 
technological competence and management of enterprises. 


/12640 
CSO: 4006/367 


30 





JPRS=CEA=86-003 
7 January 1986 


ECONOMIC MANAGEMENT 


200,000 COMPANIES TO BE SCREENED 
Hong Kong MING PAO in Chinese 1 Oct 85 p 6 


(Article: "Industry and Commerce Bureaus Screen 200,000 Companies Nationwide-- 
Business Malpractices Widespread" ] 


(Text] Under the influence of evil winds of business malpractice by party and 
government organs and cadres, large numbers, over 200,000 as of today, of 
multifarious companies (including various centers engaging in business 
activities)--many of them run by the children of high ranking cadres who use 
their parents’ power and connections to engage in speculation and profiteering 
to undermine the state and seek personal interests--have emerged throughout 
China in the past few years. Industry and commerce bureaus at all levels have 


recently begun comprehensive screening and consolidation. 


According to the State Industry and Commerce Administration, in the past year 
or so, a total of 23,8458 party and government organs have engaged in 
commercical activities and established enterprises. After screening and 
consolidation, 13,327 enterprises and companies have been separated from party 
and government organs and become independent in management. Of the 764 
enterprises and companies which were found to have committed violations, 622 
have been dealt with. There have been 6,930 cases in which enterprises and 
companies have either suspended operations on a voluntary basis or lost their 
business liscenses. 


Responsible persons of the departments concerned under the State Industry and 
Commerce Administration said: In addition to mcre thorough screening and 
consolidation of party and government organs and cadres engaging in commercial 
activities and enterprises, we have begun all-round screening and conolidation 
of various companies which have emerged in large numbers in recent years. At 
present, the number of companies (including various centers engaging in 
business activities) has reached 200,000 in China. 


The way to carry out the screening and consolidation work is to have the 
companies undertake self-inspection while being screened by their supervising 
departments and then have them examined and verified by administrations of 
industry and commerce at all levels. The contents of examination and 
verification include the title of company, conditions for opening business, 
registered funds, charters, business scope, representatives of corporation and 
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violations of law. Those which pass the examination will be given new 
business liscenses after the registration of annual inspection. At the same 
time, those which are to be suspended or closed down will be announced ina 
unified manner by administrations of industry and commerce after the 


screening. 
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7 January 1986 


ECONOMIC MANAGEMENT 


URBAN STATE-RUN COMMERCIAL ENTERPRISE REFORM SUMMARIZED 
Kunming JINGJI WENTI TANSUO in Chinese 1985 No 8 pp 5-8 


[Article by Zhao Erlie [6392 1422 3525]: "Summary of Urban State-Run 
Commercial Enterprise Reform"] 


[Text] The "CPC Central Committee Resolution On Economic System Reform," 
which was passed by the 3d Plenum of the 12th CPC Central Committee, pointed 
out that "increasing enterprise vitality is the key link of economic system 
reform." Similarly, it is also the key link of urban state-run commerce 
reform. 


I. Urban State-Run Commercial Enterprises Bear the Major Direct Responsi- 
bility for Commodity Circulation: Under the social division of labor, 
enterprises are independent basic organizations which engage in socio- 
economic activity. From a historical perspective, they are the result of 
large-scale socialized production and are a form of economic organization 
developed a long with a high degree of capitalist commodity economy develop- 
ment. The contemporary economy is a huge socioeconomic system which is 
organized with all enterprises as its basic units; continuous movement of 
socioeconomic activity is also formed by the convergence of the economic 
activity of all enterprises. Therefore, enterprises are the living cells 

of the contemporary living socioeconomic organism. Whether enterprises have 
exuberant vitality and energy is directly related to the condition of this 
socioeconomic organism. 


In this contemporary form of economic organization, enterprises which engage 
in material production are productive enterprises and those which engage in 
commodity circulation activity are commercial enterprises. Since the present 
stage of China's social economy is planned commodity economy, thus, economic 
links between socioeconomic units and those between economic units and 
consumers must use the commodity form of currency and be carried out through 
commodity exchange (commodity circulation). Commerce is regarded as the key 
link of social reproduction, being linked to production, on one hand, and 
consumption, on the other, and is a bridge and a bond that links production 
with consumption. Commercial enterprises are the basic constituent elements 
of this bridge and bond. It is precisely tens of thousands of commercial 
enterprises which form commerce and precisely their management activity which 
links the economic activity of productive enterprises with that of millions of 
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consumers and realizes social material change, thus linking all independent 
economic cells into a unified socioeconomic organism. If commercial enter- 
prises lack vitality, then commerce as a whole, the bridge and bond of social 
reproduction, will not be free and strong, commodity circulation will be 
blocked and economic links will be cut off. Therefore, we must establish a 
socialist commodity economy economic organism which is full of life, not only 
enabling productive enterprises to become living economic cells, but also 
enabling commercial enterprises to become vital, powerful and prosperous 
economic cells. 


State-run commercial enterprises are ones which have state-ownership of the 
means of production and are the principal part of China's social commercial 
enterprises. State-run commerce plays the guiding role in our social 
commercial activity. This is generally accepted by everyone and is still so 
under the new conditions of economic reform. First, this is determined by 
the present condition of China's commercial productive forces. Commerce 
combines many economic components in order to rationally deploy the ownership 
structure according to the multilevel structure of the social productive 
forces. Through construction developments over the 30-odd years since the 
founding of the PRC, the socialized level of the state-run commercial enter- 
prise productive forces has generally become such that they cannot be 

matched by collective and private commerce. This situation will not basically 
change even through the transfer and leasing of some state-run commercial 
enterprises and the further development of collective and private commerce. 
Thus, the position and role of state-run commercial enterprises will not 
change. Second, this is required by China's socialist economic system and 

by the reform itself. Strengthening and developing the socialist state-owned 
economy is in the basic interest of the people throughout China and is also 
one of our reform goals and principles. Thus, along with the vigorous 
development of collective and private commerce, state-run commerce must also 
develop vigorously. Especially under the new conditions of liberalization 
and invigoration, on one hand, state-run commercial enterprises must take the 
lead in invigoration and, on the other, develop their own advantages and 
prepare for all contingencies through having reserves, keep prices down through 
handling commodities, ensure market supply through flexible management, 
increase state revenue through good economic results and satisfy the people's 
needs and establish a new style of socialist commerce through high-quality 
service, etc. Therefore, the position and role of state-run commerce will 
not be weakened through reform but, based on the commodity economy principle, 
its guiding role will continue to be developed through such new forms as 
active participation in market regulation. Third, state-run commercial 
enterprises still bear the major direct responsibility for social commodity 
circulation in China's actual economic life. Statistics show that our 
state-run commerce (not including the food and drink service trades) has 
326,000 enterprises. Of these, the 95,000 agricultural sideline product 
procurement organizations and the 19,000 industrial product wholesale organi- 
zations are responsible for 75 percent of the agricultural sideline product 
procurement volume and 70 percent of the light textile industrial product 
wholesale volume, respectively. Their 4,377,000 working personnel constitute 
30.3 percent of all social commercial personnel and their 133.84 billion yuan 
annual retail commodity turnover constitutes 47 percent of all social commodity 
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retail sales. It is thus clear that the stress of commercial system reform 
should be placed on the role of how to fully arouse the principal forces of 
state-run commercial enterprises. 


II. State-Run Commercial Enterprises Are the Basic Organizations of the 
Socialist State-Owned Commercial Economy: In order to carry out production, 
the society of man must establish relationships in two areas, the first being 
the relationship between man and nature, i.e., the organization of the 
productive forces, and the second being the mutual relationship between man 
and man, i.e., social production relations. Contemporary economic enterprises 
are the most basic units which organize the productive forces and reflect 
production relations. Socialist state-run commercial enterprises are also 
this type of basic unit and also have the dual nature of organizing the 
productive forces and reflecting production relations. 


From the perspective of the productive forces, such means of production as 
funds, shops, warehouses, counters, goods shelves and means of transport, 
which the state invests in commerce, are all finally assigned to the enterprise 
level for control and use. The state-assigned labor force is the most active 
factor among the productive forces and is also controlled by enterprises. 
Using the enterprise as the unit, it is precisely at the enterprise level 
where the socialist state-owned commerce means of production and workers are 
most directly linked, labor is divided cooperatively and commodity management 
is carried out, thus enabling all possible state productive forces to be 
transformed into actual ones. We know that linking workers to the means of 
production is a prerequisite for carrying out production and also for 
commodity management. There are many ways and levels of linking workers to 
the means of production. But only the most direct and closest links are most 
favorable to the development of the productive forces. Moreover, based on 
the requirements of the productive forces, these links must also be of a 
definite size in order to be able to be most favorable to independent 
commodity management development. In state-run commerce, it is precisely links 
between workers and the means of production at the enterprise level which are 
the most direct and closest and which also have the corresponding independent 
management size. But in economic organizations larger than the enterprise, 
links between workers and the means of production are not as close, and 
organizations at all levels within enterprises are also gererally not large 
enough for independent management development. Therefore, we must fully 
develop the role of the huge state-run commerce productive forces, i.e., put 
the emphasis on the role of tapping and arousing the state-run commercial 
enterprise productive forces. 


From the perspective of production relations, first, the state-run commercial 
enterprise means of production are the property of the whole people. But 

all the people in society cannot all directly manage, use and supervise this 
property. In China, the state represents the whole people in managing, using 
and supervising the property which is owned by them. This, of course, is 
very necessary and correct. But practice has proved that relying only on the 
state to reflect the ownership of the whole people is still inadequate, 

since invariably, the means of production owned by the whole people must be 
specifically used and managed by the workers in each and every enterprise. If 
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we cannot enable the direct managers and users of the means of production to 
fully realize that they are the owners of these means of production, the means 
of production will be unableto attain their most effective care and use, and 
the role of workers as the owners of the means of production will be unable to 
be fully reflected. Therefore, on one hand, we must enable state-run 
enterprise workers to represent the whole people in exercising the ownership 
of the means of production of their own enterprises and, on the other hand, to 
also represent themselves in directly exercising that part of the power which 
they should have over the means of production of their enterprises. In 

other words, we must combine and unify state-ownership with enterprise 
worker-ownership and enable an enterprise's workers to truly become its owners 
and, based on state trust and stipulations, to exercise their ownership 
rights. Second, the socialist distribution principle is distribution accord- 
ing to work. "Work" is reflected first in enterprises and the organization 
and use of the work force are both carried out in enterprises. If work is 
separated from enterprises, there will be no basis or criteria to measure or 
evaluate it and distribution according to work will inevitably become 
"big-pottism." Where do the distributed results come from which are provided 
by distribution according to work? They are also produced in enterprises, 
and distributed work or management results which are separated from enter- 
prises would be like water without a source or a tree without roots and have 
no basis for distribution. Therefore, state-run commerce distribution 
according to work must be most fully reflected in enterprises. Finally, it 
is quite clear that socialist cooperative production relations of equality 
and mutual aid between people must be even more strongly reflected in enter- 
prise management and administration. It is thus clear that in order to 
reflect and develop the advantages of state-owned production relations, we 
must master the key link of enterprise reform. 


III. State-Run Commercial Enterprises Are in Urgent Need of Reform: Socialist 
state-run commercial enterprises have the following characteristics: 

(1) They should be relatively independent economic entities and not 
subsidiaries to administrative management departments; (2) they are socialist 
commodity managers which are able to manage on their own initiative and 
assume sole responsibility for their profits or losses and not commodity 
distribution organizations with unclear and disjointed rights and duties; 

(3) they are labor collectives with independent interests corresponding to 
their duties and powers and not beggars relying on “big-pottism" to make a 
living; (4) they are living economic cells with the ability to transform and 
develop themselves and not lifeless mechanical components; (5) their position 
should be legally accepted, protected and restrained by economic lawyers, 


But in the past, on one hand, enterprises were regarded as subsidaries of 
commercial administrative and management departments at all levels, and the 
relatively independent commodity manager position of state-run commercial 
enterprises was not recognized; on the other hand, the duties, rights and 
interests of enterprises were seriously divorced from each other, creating 
the situation wherein enterprises all ate out of the state's "big pot" and 
staff members and workers all ate out of enterprises' "big pots." This 
seriously inhibited the enthusiasm of enterprises and their staff members and 
workers and resulted in a series of disadvantages. For instance, there was 
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serious damage to enterprise property, with commodities numbering hundreds of 
millions of yuan a year being damaged due to fire or poor management; enter- 
prise economic results were poor, with over 10 percent of enterprises having 
losses due to poor management and the amount of losses being 1 to 2 billion 
yuan; labor productivity was low, with most enterprises having more than 
one-third too many personnel; service quality was poor, with the 
dissatisfaction of the masses of consumers increasing day by day, etc. But 
enterprises had no way to solve these problems because they were not closely 
connected to enterprise and staff member and worker interests and enterprises 
lacked the necessary autonomy in such areas as manpower, financial and 
material resources, purchase, sale, regulation and storage. For instance, 
the higher authorities forced enterprises to purchase unmarketable products, 
commodities which were in great demand were not permitted to go on the market 
prior to the stipulated date, stores had no right to lower prices to deal with 
overstocked or inferior commodities, large stores which sold tens of millions 
of yuan of commodities a year had no right to decide on lavatory repairs and 
enterprises had to accept mental patients assigned by labor departments, etc. 
How could enterprises discuss self-management under these conditions? 
Therefore, in order to change the situation of much waste, poor results, 
overmanagement and poor service in state-run commercial enterprises, we must 
basically change the state-run commerce management system, establish the 
position of enterprises as relatively independent commodity managers and truly 
liberalize and invigorate them. 


IV. Based on a Planned Commodity Economy, We Must Thoroughly Guide Reforms 
To Increase Enterprise Vitality: In its July 1984 "Report On Certain Current 
Urban Commercial System Reform Problems" to the Ministry of Commerce, the 
State Council pointed out the current commercial system reform priorities. 
Its major contents are: to separate politics from enterprises, expand 
enterprise authority and improve management and administration; to reform the 
wholesale system and establish trade centers; to transfer small-scale 
state-run retail commerce and food and drink service trades to collective 
management or rent them to private managers; to carry out the management 
output-related responsibility system for medium- and large-scale state-run 
retail commerce and food and drink service trades, etc. These reforms have 
provided the necessary conditions to increase enterprise vitality. In order 
to thoroughly guide these reforms, certain tentative views are proposed here 
for discussion. 


1. Medium- and large-scale state-run commercial enterprises must stress 
solving the ownership problem. Since carrying out the management output- 
related responsibility system and separating politics from enterprises, the 
aspect of enterprise staff members and workers being regarded as the owners of 
the means of production has been fully reflected, but a vacuum has appeared 

in the aspect of the state representing the whole society as the owner of the 
means of production, and the phenomenon of enterprises paying attention only 
to the partial and individual interests of their own staff members and workers 
and injuring overall state interests has appeared. In order to solve this 
problem, we can now accredit state representatives in enterprises to supervise 
and inspect their activity. From a long-range perspective, we can consider 
gradually changing state-run enterprises into stock companies, with the state 
having a specific amount of the controlling stock, most of the rest being sold 
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to collectives and a small amount being sold to individuals. The enterprise 
directors would be responsible to the boards of directors, being supervised, 
inspected, appointed and dismissed by them, and the state would control the 
boards of directors through having the controlling stock. In this way, 
state-run commercial enterprises would be changed from a pure state ownership 
form to a social-ownership form, with state ownership as the dominant 

factor (different from Yugoslavia's social ownership, which is actually 
collective ownership); pure state supervision of enterprises would be changed 
to social supervision, with state supervision as the dominant factor. This 
would both be favorable to thoroughly separating politics from enterprises 
and also not lose supervisory control over enterprise management activity. 


2. Some small state-run enterprises should be sold to collectives or 
individuals. In transferring, renting or contracting small retail and food 
and drink service trade enterprises, there are many difficult problems in 
financial tax management, staff member and worker pay and relations with 
former enterprises or responsible departments, which affect the enthusiasm 
of the enterprises and their staff members and workers. Thus, in addition to 
continuing to transfer, rent and contract those which are qualified, most of 
the rest can be sold to collectives or individuals, either being sold for 
cash or on reasonable credit terms. This would be more suited to the actual 
conditions and management characteristics of small-enterprise productive 
forces and more favorable to further freeing them, and would also enable the 
state to concentrate its forces on managing large enterprises. Since the 
means of production of small enterprises are limited and their management 
proportion small, selling them would not affect the position and role of 
state-run commerce in social commerce. 


3. The wholesale reform priority would be placed on participating in market 
regulation. Under the conditions of the socialist commodity economy, state- 
run wholesale enterprises are still the major links to and organizers of the 
field of circulation in carrying out a planned economy. Moreover, along 

with the liberalization and invigoration of retail enterprises, the position 
and role of wholesale enterprises will become more prominent. But under the 
conditions of major commodity economy developments, the function of state-run 
wholesale enterprises as the organizers of planned circulation will not be 
able to be carried out according to the past commodity distribution form, but 
will have to be realized mainly through conscientious participation in market 
regulation. Thus, first, state-run wholesale enterprises must establish the 
commodity economy market concept in their management ideology; second, they 
must improve the quality of their managers and appoint and train new talent 
with contemporary management knowledge; third, they must establish an enter- 
prise management system suited to developing market regulation; fourth, they 
must reorganize the installation of organizations within enterprises focused 
on developing market regulation. The state should create the necessary 
external macroeconomic conditions for enterprises to participate in market 
regulation. 


4. We should develop concurrent business based on doing a good job of the 
principal business and promptly regulate commercial organizations according 
to production and consumption changes. The past simple reliance on 
state-planned regulation was often unable to achieve timely accuracy. At 
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present, we should take state-planned regulation as the dominant factor, while 
permitting enterprises to carry out, to a certain extent, their own regula- 
tion. Taking the principal business as the dominant factor, we should operate 
other concurrent business suited to the needs of production and consumption 
changes. Under present conditions of prices being out-of-order and enterprise 
differential income not having been suitably solved, combining principal and 
concurrent business will be more favorable to overcoming irrational examination 
and distribution phenomena and arousing the enthusiasm of enterprises and 

their staff members and workers. 


5. We must recognize and utilize the pressures of bankruptcy and unemployment. 
The commodity economy law of competition inevitably produces winning and 
losing, and the threats of enterprise bankruptcy and staff member and worker 
unemployment are pressures and motives for enterprises to improve their 
management and productivity and for staff members and workers to improve their 
services. If we do not recognize that state-run enterprises can go bankrupt 
and that their staff members and workers can lose their jobs, we will be 
unable to truly implement the commodity economy principle in state-run 
enterprise management. Therefore, we must formulate state-run enterprise 
bankruptcy laws and staff member and worker unemployment laws, making 
enterprises and their staff members and workers bear greater economic 
responsibility for state property. Of course, when adopting these measures, 
we must also adopt a corresponding social insurance system for the stability 
and unity of society. 


12267/9435 
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ECONOMIC MANAGEMENT 


MARKET MECHANISM, MACROECONOMIC CONTROL 
HK290824 Beijing RENMIN RIBAO in Chinese 11 Now 85 p 5 


[Article by Yang Jianbai [2799 1017 4101]: "Market Mechanism and 
Macroeconomic Control"] 


[Text] The “Proposal of the CPC Central Committee for the Seventh 5-Year 
Plan for National Economic and Social Development" pointed out: In order 
to meet the need for developing a planned commodity economy on the basis 
of public ownership in the process of building a new economic structure, 
it is necessary to pay attention to three aspects, namely, invigorating 
enterprises, perfecting the commodity market system step by step, and 
building up and improving the indirect control system. The three aspects 
must coordinate each other. In this article, I would like to discuss 
several questions concerning market mechanism and macroeconomic control in 
light of the actual situation. 


Uphold the Unity of the Market Mechanism and the Planning Mechanism 


Macroeconomic control is a form of planned management based on guidance by the 
state plan. The key to ensuring that the state plan plays the guiding role 
lies in whether the market mechanism can be manipulated and the plan be drawn 
up in light of the available manpower, material and financial resources, 

and the demand of the market. In other words, it is necessary to combine 

the planning mechanism and the market mechanism. 


Planning means to constantly and conscientiously maintain an appropraite 
ratio. If a planned economy is regarded as the object, then the role of the 
planning mechanism is to ensure that the national economy grows in 
proportion, the balance in terms of the quantity of materials and in terms 

of their value is maintained, and finally that the balance between the total 
supply of social products and the total demand that the whole society can 
afford (including the structural balance) is maintained. The market mechanism 
means the stimulative or inhibitory effect of both the supply-demand relation- 
ship and the fluctuation of prices of commodities in the market on the 
exchange of commodities and thus on the production of commodities. The 
market mechanism has influence not only on enterprises but also on the 
national economy as a whole. As far as macroeconomic is concerned, the 
market mechanism will finally serve as an indicator to show the balance 
between the total supply and demand of the whole society. In other words, 
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if we go against the market mechanism, we will be faced with disproportions 
in the development of the various economic sectors or even with economic 
crisis. Based on this understanding, I reckon there is no insurmountable 
barrier between the planning mechanism and market mechanism, both of which 
exist objectively. In fact, the two mechanisms have something in common. 
For example, both mechanisms are in pursuit of the balance between supply 
and demand, or in terms of the whole society, the balance between the total 
supply and the total demand. In other words, given the condition of the 
planned commodity economy, in the perspective of planned economy one will 
see the aspect of planning mechanism, in the perspective of commodity 
economy one will see the aspect of market mechanism. The crux of the problem 
lies in the planner understanding that a plan, as an idea, is subject to 
restriction by the market mechanism as an objective being. Therefore, in 
working out a plan, the planner surely must keep abreast of market trends 
and market demand. Moreover, if a plan fails to produce the anticipated 
result, the planner must revise it based on feedback from the market. 

The market mechanism must not be regarded as a monster nor be set agdinst 
the planning mechanism. As market demand is a mechanism conditioning 
production, meeting the demand of society means to meet the market demand 
through the market operation. Of course, this does not mean that the plan 
can only be regulated in a passive way. The key point is that the 
planner must be proficient in "marketing theory," he should manipulate 

the market through constantly studying and keeping abreast of changes in 
the market, and thus bring the market under the control of the plan. This 
is exactly the function of the planning mechanism. 


In saying that it is necessary to mastering the market mechanism in drawing 
up a plan, we do not mean that the state plan must cover the production 
and exchange of hundreds of thousands of commodities. This is not only 
impossible but also unnecessary. The state plan should relfect the 
comprehensive operation of the market mechanism against the overall 
situation of the social economic development. It should center around 
strategic issues of overall importance and lay down the ratio between 
essential sectors and the layout of productive forces; fix the scale and 
direction of investment in fixed assets, and {garbled) the improvement 
of the people's living standards; maintain the balance between finance, 
credit, foreign exchange resource, and material supply, as well as the 
overall balance between the total supply and total demand of the whole 
country, point out development trends, and so on. 


The balance between the total supply and the total demand can be measured 
in the plan. Suppose the amount of the total resources of society is fixed, 
the reproduction funds resulting from the production of aggregate social 
products and national income can also be measured during the period 
covered by the plan. As long as we can get rid of loopholes and 
deficiences in the plan and avoid distribution that goes beyond what the 
national income can afford, the macroeconomic blance can basically be 
maintained. We usually review the macroeconomic balance every year, and 
this is necessary. However, viewed from the angle of development, this 
review should be a dynamic observation. Social reproduction is a 
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continuous process, and in particular, investment in capital construction 
usually does not produce results in the first year, therefore, in making 
an observation of the overall balance, it is necessary to take into 
consideration also the previous and following periods which may span a 
longer time, say 3 or 5 years. 


Whether the plan for comprehensive balance can be fulfilled depends on 
whether all areas, departments, and units will follow the plan. All units 
covered by the public economy in a socialist country should be subject 

to guidance by the state plan, and should draw up specific plans based on 
the controlling quotas set by the state plan and in light of their own 
actual situation and the market demand. Only when the lower levels 
Positively respond to calls from the higher levels, can we ensure that 
the state plan is properly implemented and the comprehensive balance in 
the whole society is finally achieved. At the same time, the state must 
also use such economic levers as taxation, pricing, credit, and interest 
rates to bring all units onto the track laid down by the state plan. 


Strengthening Macroeconomic Control by Strengthening Management of Bank 
Credit 


The People's Bank (equivalent to a central bank) and all specialized banks 
in our country are banks run by the state. Of course they have to act 

in coordination with the state plan and the state financial setup. The 
history of social economic development has shown that the more developed 
the commodity economy is, the more important the role of the banking 
services. Under the condition of commodity economy, changes in 
production of commodities correspond to changes in money supply. 
Appropriate control exercised by the bank over credit will help to 
regulate macroeconomic development. Its controlling function is mainly 
displayed in the following three aspects: 


1. To ensure that the supply of money Shall not exceed the fixed quota. 
The quota of money supply has an important bearing on the whole situation 
in the economic and financial development of the state. In general, it 
is fixed according to the laws and regulations concerned and through a 
certain procedure and is promulgated in the form of an order. The same 
procedure must be followed if an amendment to this order is to be made. 
No authoritative persons are allowed to arbitrarily change this procedure 
on their own. Only in this way can the malpractice of reckless issuing 
of banknotes be checked. 


The first problem to be tackled in controlling issuance of banknotes is 

to ban the practice of issuing banknotes as an emergency financial 

measure. In fact this is the most difficult problem. Some people have 
suggested that a loan-borrowing system be set up between the financial 

sector and the bank, and the former should not regard the latter as its 

gold store. This is undoubtedly a useful method. But where can the bank 

get an enormous amount of money and lend it to the financial sector when there 
are financial deficits? Therefore, the key lies in the prevention of 














deficits. The ultimate consequence of deficits is inflation and a rise in 
commodity prices. In the final analysis, the consumers will be the victims. 


2. To keep the provision of loans for investment in fixed assets under 
control. As the investment in capital construction which used to be 
financed by financial allocation of funds will be financed by loans instead, 
the bank's responsibility will increase. Loans for investments in fixed 
assets must only be granted to approved projects. Competition for running 
new projects and making new investments has been a longstanding bad 
tradition in China. The origin of this malpractice is the fund supply 
system that we used to practice for a long time. After the investment in 
capital construction is financed instead by loans from banks, the system 

of payment in exchange for use of funds will be adopted and the interest 
rate will be raised moderately. If a certain investment project needs loans 
granted on preferential terms, then the gap resulting from the difference 
in interest rates must be made up by the state financial organ. The 
channels of capital construction fund allocation by financial organizations 
at all levels, which are still partly open, have yet to be brought under 
further control. As for bank loans, they can be granted to finance all 
investment projects covered by the approved plan (including only important r 
projects and those with an investment value higher than the fixed limit). 
But what should the bank do with those projects not listed in the plan, 
namely, those projects with only a nominal range of investment value or 
those investments not covered by the investment plan? Therefore, those 
specialized banks in charge of loans for investments in fixed assets had 
better handle different cases discriminatingly and approve loan 
applications case by case, so that the situation can be readily kept under 
control. The bank shall not arbitrarily increase this kind of loan, 

still less divert part of the loan to capital construction investments, 
under one pretext or another. 


The bank must carefully screen every loan application. It must pay 
attention to such aspects as the scale of capital construction, the 
construction cycle, and the anticipated economic results, as well as 
find out whether a projected plant will produce what the market needs, 
whether a scientific feasibility study has been made, and whether the 
results of this study are reliable. Our bank workers must thoroughly 
examine and (garbled) every application before approval. 


3. To keep the overall scale of credit under control. The scale of 

credit is always changing along with economic development and the market 
situation. The bank's task is to keep funds circulating. As the economy 
is developing and deposits are increasing, the total amount of loans will 
also increase. This is in conformity with the laws of banking development. 
Therefore, we slould not exercise excessively rigid control over the scale 
of credit. However, since we are practicing a system of planned commodity 
economy, we cannot go without a flexible guiding plan to keep the overall 
scale of credit under control. 
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Senerally speaking, the central bank should use the deposit reserve fund 
system as a tool to enforce its basic policy. The quota for funds to be 
manipulated by a specialized bank, after being fixed and approved, should 
not be raised arbitrarily. In the main, short-term funds should be 
secured through loans between banks on a daily interest basis. 


Specialized banks should be vested with decisionmaking power in handling 
loans granted with their own funds. But they must coordinate their acts 
with the state plan so as to ensure the supply of loans to important 
trades or projects and to control loan granting quotas. Whenever the 
bank intends to tighten or ease money supply, they must try to keep pace 
with the state. 


With its decisionmaking power expanded, the bank is in fact vested with 
heavier responsibility. The loan granting unit itself must take the 
responsibility for the decision on whether to approve an application or 
not and whether to demand a guarantee of repayment or not. For example, 
some enterprises have long been suffering from losses or overstocking 

of unmarketable products and they have survived on allocation of revolving 
funds in the past. Now that the bank is vested with the decisionmaking 
power, it must strictly screen applications for loans submitted by these 
enterprises. If the bank has approved any application that should not 


have been approved, it will teap what it has sown. Now that we are striving 


to keep down expenditure in the form of wages and salaries (especially 
bonuses, allowances, and subsidies issued under various pretexts), the bank 
is entitled to find out whether a depositor unit has properly used its 
funds and, furthermore, to check the practice of raising expenditure in 
the form of wages and salaries by appropriating funds originally earmarked 
for other uses or by making use of any other pretexts. In addition, the 
function of the Agricultural Bank is to ensure the supply of loans for 
agricultural production and crop procurement. In the main, town and town- 
ship enterprises need to te developed in a grand way and it is the duty 
of the bank to support these enterprises by granting loans tothem. But 
every specific application for a loan is subject to examination in terms 
of feasibility. The bank cannot support any enterprise engaging in blind 
development. The loan granting unit should take the responsibility for 
any bad debts resulting from loans granted without guarantee of repayment. 


Macroeconomic Control Must Be Applied to the Economic Structure, the 
Responsibility System, and the Legal System 


In the final analysis, effective macroeconomic control depends on the all- 
round enforcement of the reform of the economic structure. The reform 
surely must be favorable to the development of the commodity economy and 
must bring commodity production and commodity exchange in line with the 
state plan. This requires that our administrative structure should be 
favorable to the enlivening of microeconomic activities and be readily 
adaptable to macroeconomic control. At present, while we are in the 
course of the reform, the reforms so far launched in different fields 
still fail to fotm a complete system, while some single reformatory 
projects sitll cannot present a set of relevant regulations or measures 
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for implementation to fulfill the requirement of lifting restrictions 
from certain fields while strengthening control over others. As a 
result, chaos in some fields is inevitable. For example, it is necessary 
to delegate the power of handling financial affairs to the lower levels, 
but after “setting up separate accounts," different localities and units 
have become rich whereas the state finance has suffered from deficits in 
successive years. Also, since the power of handling foreign trade was 
delegated to the lower levels, misuse of foreign exchange and blind 
introduction of foreign equipment have become rather common, and many 
units have been competing with each other in export trade, enabling foreign 
businessmen to take advantage of China in international markets. In fact, 
even capitalist countries exercise a certain degree of control over foreign 
trade and foreign exchange. Now let us turn to another example. 
Commodity price is a key link to the reform as well as a sensitive issue 
of overall importance. In the previous period, commodity prices got out 
of control to a certain extent, and the so-called negotiated price and 
floating price in fact represent price rises in a disguised form (because 
the demand for commodities exceeded their supply). As fiar as profit 
retention is concerned, enterprises should have taken the economic results 
as the first consideration in distributing after-tax profit. However, 
since there were no specific regulations to be followed and undue emphasis 
was placed on profit quotas, some people went so far as to infringe upon 
the interests of the state in order to benefit their own unit and to seek 
personal interests. In fact, an enterprise's comprehensive economic 
results or its comprehensive (garbled) efficiency should be taken as an 
evaluating criterion in the process of profit retention. For example, we 
must find out whether the labor productivity has been raised, whether the 
comparable production cost has been reduced, whether the turnover of funds 
has been speeded up, whether profit has increased with normal prices 
maintained, and so on. Related factors also include wages and salaries, 
increase in allowances, and so on. Wages and salaries (in any form) must 
never exceed the rise in labor productivity. This is not only an unshakable 
prin¢iple but also common sense in political economy. Profit level should 
be taken as a consideration but not the only criterion for recommending 
an increase in wages and salary, because it is subject to influence by 

* factors. All the above facts show that there are still many loopholes 

1e process of reform. A series of laws and regulations that are suited 

_ne reform have yet to be promulgated so that the reform will be 
gradually brought under the guidance of a sound system and a complete set 
of laws and regulations. 


Special emphasis must be placed on the responsibility system in the 
structural reform, and the system must be fixed as an important component 
part of the structure. 


The responsibility system means not only the plant director and manager 
responsibility system but also other systems of personal responsibility 
which stipulate that everybody, at a higher or lower level, must perform 
his own duties and bear his own responsibility, in other words, all 
levels must take responsibility and be linked together. Leading people 
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at all levels must also be governed by the responsibilicy system, whoever 
makes a decision and approves something must bear the responsibility for 
what he does. In an enterprise, the plant director and manager must take 
responsibility for losses due to poor management, the practice of 
manufacturing goods in a rough and slipshod way, rejection of goods due to 
poor quality, arbitrary jacking up of prices, indiscriminate issuance of 
bonuses, and so on. As far as product quality is concerned, defective 
products should not be allowed to leave factories and commercial departments 
should not purchase any such goods either. Otherwise plant directors and 
managers must be blamed for their mistakes. The plant director or the 
manager bears the overall responsibility for his enterprise -- that sort 

of “responsibility system" under which the responsible person claims his 
contribution where there is a profit but shirks his responsibility for a 
loss cannot be tolerated any more. The responsibility system must also be 
combined with the system of rewards and penalties under which those who have 
performed well in management will be rewarded while those who have done a 
poor job and caused lc ses will be punished. 


All rules concerning the economic structure and the responsibility system 
must be put down in the form of laws and regulations and be promulgated 

by the state legislature. Some rules and measures that are still immature 
should also be put on trial as provisional regulations so that people have 
some guidelines to follow. All laws must be observed and strictly 
enforced. By and large, macroeconomic control needs legislative guarantee. 


/12640 
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BRIEFS 


HENAN LIGHT INDUSTRY--During the Sixth 5-Year Plan, the province 
achieved marked results in technical transformation and introduction of 
technology relating to the second light industry. In recent years the 
province has carried out thorough technical transformation in more than 
200 priority enterprises, and has invested some 240 million yuan in then. 
As a result, the technical quality of the second light industrial 
enterprises has been upgraded. According to statistics, the average 
annual growth rate of the province's second industrial output value 
during the Sixth 5-Year Plan was 11.5 percent. During the period, the 
profit and tax submitted to the state by second industrial enterprises 
in the province amounted to some 800 million yuan. The total export 
volume of the second light industrial products of the province amounted 
to some 750 million yuan. [Summary] [Zhengzhou Henan Provincial Service 
in Mandarin 1030 GMT 27 Nov 85 HK] /12640 


HUNAN TAX, PRICE INSPECTION--Hunan Province has scored initial achievements 
in its large-scale inspection of taxation, financial work, and commodity 
prices. According to incomplete statistics, since July, the whole 
province has discovered that the amount of some 188 million yuan was 
involved in violations of discipline and 97.8 million yuan has been 
deposited with the treasury. Some 100,000 enterprises and individual 
households throughout the province have carried out self-inspection of 
taxation and submitted reports. The tax departments have inspected some 
130,000 state-run and collective-run enterprises and individual industrial 
and commercial households. By the end of October, they had discovered 
that taxes of 89.83 million yuan had been evaded. [Summary] [Changsha 
Hunan Provincial Service in Mandarin 1100 GMT 27 Nov 85 HK] /12640 


CSO: 4006/367 
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FINANCE MINISTER ON EFFORTS TO BALANCE BOOKS 
0W13i810 Beijing XINHUA in English 1608 GMT 13 Dec 85 


[Text] Beijing, 13 December (XINHUA)--China's fiscal deficit will be 
eliminated this year as state revenues increase by 20 percent, Finance 
Minister Wang Bingqian said here today. 


Last year, central government revenue was 146.5 billion yuan--five billion 
less than expenditure. 


At a national finance meeting which ended today, Wang said the country should 
strive for another balance between revenue and spending next year. 


He called for greater efforts to increase revenue and reduce spending. Tax 
and other finance management should be improved. 


Spending must be kept strictly within the state plan. Spending must be 
controlled next year, but financial support must be provided for key 
construction schemes and for the needs of economic reforms, education, and 
agricultural development. 


Wang said changes would be made in the taxation system. Certain larger 
enterprises needing technical transformation would enjoy a reduction in 
regulative tax, and some would get a rise in the rate of depreciation of the 
fixed assets. The function of taxation as an “economic lever” would be 
further exploited. 


Financially, priority should be given to efforts aimed at improving economic 
results. Special funds should be provided for certain enterprises involved in 
technical transformation and importation of advanced technology, he added. 


/12913 
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HENAN SECRETARY SPEAKS ABOUT INVIGORATING FINANCES 
HK160422 Zhengzhou Henan Provincial Service in Mandarin 2300 GMT 11 Dec 85 


[Text] After listening to the work reports of the Provincial People's Bank, 
the Provincial Industrial and Commercial Bank, the Provincial Agricultural 
Bank, the Provincial Construction Bank, the Provincial Insurance Company, the 
Provincial Zhongyuan Exploitation Trust and Investment Corporation, and the 
Provincial International Trust and Investment Company, Yang Xizong, secretary 
of the Provincial CPC Committee, delivered an important speech on how to 
invigorate our province's finances. 


Comrade Yang Xizong said: The aim of reform of the urban economic structure 
is to invigorate enterprises, which also includes banking enterprises. To 
invigorate the enterprises, we need a series of necessary measures. At 
present, the most important thing is to invigorate finances and circulation. 
The banks must have a strong concept of service, serve the enterprises and the 
masses, do everything possible for the customers, and treat the accounts with 
them confidentially. All specialized banks must be allowed to absorb the 
deposits of individual industrial and comercial households and to compete to 
serve them. This competition is different from competition for issuing loans 
and will not bring about negative social results. [words not recorded for 
four seconds due to technical problem--FBIS] 


On the issue of trust and collective financial organizations, Comrade Yang 
Xizong ponted out: The banks must do trust work. This is an indispensable 
aspect of invigorating finances. We must not refrain from doing trust work 
for fear of some problems existing in the trust business. 


In conclusion, Comrade Yang Xizong emphatically pointed out: The banks still 
have an important role, which is to do well in providing economic services. 

In particular, as a central bank, the main function of the People's Bank is 
first to control the amount of currency supplied, and second, to guide the 
investment of funds. On what do we rely to guide the investment of funds? It 
is information. The banks have quick access to information and must provide a 
reliable basis on which governments at all levels and all enterprises can 
formulate their policy decisions for the investment of their funds. If funds 
are wrongly invested, although financial management is good, good economic 
results cannot be produced. To invigorate finances, the banks must do well in 
building themselves. All banks must learn from, serve, and support each 
other. To invigorate finances, the banks’ tasks are important. The leaders 
of the province, prefectures, and counties must understand the banks and show 
concern for and support the banks' work. 
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SICHUAN AGRICULTURAL BANK ISSUES CIRCULAR ON FISCAL DISCIPLINE 
HKO50850 Chengdu Sichuan Provincial Service in Mandarin 2300 GMT 2 Dec 85 


[Text] Recently, the provincial branch of the Agricultural Bank issued a 
circular to various city, prefectural, autonomous prefectural, and county 
branches. In the circular, it reiterated that the branches must strictly 
follow fiscal discipline and must not arbitrarily give bonuses or payment in 
kind. 


The ciruclar said: The correction of party rectification is the key to 
correcting the general mood of society. Leading comrades of the Agricultural 
Bank at various levels shoulder the important responsibility of correcting the 
party work style. They must play an exemplary role in this respect. 


The circular urged the leadership of the Agricultural Bank at various levels § 
to first, educate the workers on firmly establishing the thinking of serving 

the people. We must resolutely check the unhealthy tendencies of taking 

advantage of office for personal gain and bribery. 


Second, nobody is allowed to give or receive red-packet money, or to entertain 
guests or send them gifts by using public funds. 


Third, nobody is allowed to arbitrarily give bonuses, payment in kind, or 
allowances. All bonuses and payment in kind that are arbitrarily given 
without approval but under all sorts of pretexts must be collected back within 
a deadline. 


Fourth, the agricultural banks and credit cooperatives at various levels must 
do well in the job responsibility system and must not contract out economic 
responsibilities. 


Fifth, the leading cadres and workers of the banks at various levels are 
prohibited from running businesses or enterprises, nor are they allowed to 
concurrently hold any post in any economic entity. 


Sixth, they are prohibited from rushing to give bonuses as the year comes to 
an end. All expenses must be within this year's target. 


/12913 
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HUBEI GOVERNMENT HOLDS MEETING ON PRICE EXAMINATION 
HK171452 Wuhan Hubei Provincial Service in Mandarin 1100 GMT 13 Dec 85 


[Excerpt] The Provincial People's Government recently made arrangements to 
change self-examination for selective and professional examinations in the 
current price examination throughout the province. Selective and professional 
examinations will be carried out in 40 percent of the units which have carried 
out self-examination. The main targets of the selective and professinal 
examinations are: 1) Large and medium-sized enterprises which play a 
dominant role in the national economy; 2) those enterprises and units which 
have failed to seriously carry out self-examination and have time and again 
made mistakes after repeated examinations; and 3) the centers, companies, and 
warehouses run by administrative organs and departments. It is necessary to 
thoroughly examine these units and enterprises and correct their mistakes. In 
the examination, all spots should be touched without exception. 


On 9 December, the Provincial Government held a meeting of responsible persons 
in charge of price examination and made the above arrangements in respect of 
the price examination. Provincial Vice Governor Guo Zhenqian presided over 
the meeting and delivered a speech. 


Guo Zhenqian pointed out that marked results have been achieved in price 
examination in the preceding stage, but the development was uneven. All areas 
must make continuous efforts and carry out price examination through to the 
end without letup. It is necessary to give much publicity to the party's 
price policy and to educate cadres and masses to actively support the price 
examination. It is necessary to firmly grasp major and important cases and to 
investigate and deal with them thoroughly. 
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NEI MONGGOL SCORES INITIAL RESULTS IN FISCAL INSPECTION 
SK171218 Hohhot Nei Monggol Regionzl Service in Mandarin 1100 GMT 16 Dec 85 


{Text} Our region has achieved initial results in the general fiscal, 
taxation, and price inspection. According to imcomplete statistics compiled 
in early November, more than 19,000 state and collective enterprises and 
administrative establishments across the region have conducted self- 
inspection. A total of 88.69 million yuan gained through violating financial 
and economic discipline were discovered through inspection. Of this sun, 
23.38 million yuan has been handed over to the state. Thus far, the region's 
self-inspection work has basically been finished, while mutual and selective 
inspection and inspection among key units are being carried out extensively 
and comprehensively. 


A majority of comrades have paid attention to this general fiscal, taxation, 
and price inspection. Principal leading comrades personally assumed 
leadership and conscientiously organized plans for conducting the inspection. 
Working groups were organized to help supervise and speed up the inspecton 
work and to make selective inspection among key units. 


Judging from the preceding stage of the inspection work, such localities as 
Baotou City and Bayannur League have made rapid progress and scored better 
results in the inspection work, and most of the regional-level organs have 
conscientiously arranged plans for conducting the self-inspection and mutual 
inspection and the inspection among key units. But judging from the region's 
situation, the development of the inspection work is uneven. In some leagues 
and cities, only 26 percent of the units have carried out the self-inspection 
work. 
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LIVING STANDARDS IMPROVE DESPITE PRICE INCREASE 

0W161228 Beijing XINHUA in English 1136 GMT 16 Dec 85 

[Text] Beijing, 16 December (XINHUA)--The Chinese people have improved their 
living standards considerably since 1978, despite sharp price rises, says 
Economist Xue Muqiao in an article in today's PEOPLE'S DAILY. 

“Between 1978 and 1984, the retail price index rose 17.7 percent and the index 
of employees’ living expenses, 19.9 percent,” says Xue, 81, who is the 
director-general of the State Council Economic Research Center. 


Foodstuffs registered the biggest increase of 26.9 percent in price during 
that period. 


However, the average income of urban and rural residents available for living 
expenses went up 57.7 percent in real terms during the same period, he says. 


“The average wages per worker soared 32.3 percent, and the income of peasants 
per person, 144 percent during the six-year period, with the factor of price 
rise excluded,” he says. 


Saving depostis in urban and rural areas soared to 114.9 billion yuan at the 
end of last year from 30.9 billion yuan in 1978, he adds. 


He lists the following to illustrate increases in living standards of both 
urban and rural residents: 


--Each consumed 251 kg of grain, up 28.6 percent from 1978, and 4.7 kg of 
cooking oil, triple the 1978 figure; 


-—per-capita pork consumption rose 70 percent to 13 kg; 

--each bought 10.8 meters of textiles, a 35 percent increase; and 

--spending per person on daily consumer goods jumped 132.6 percent to 67 yuan. 
Compared with 1978, the number of bicycles for every 100 residents rose 144 


percent to 18.8 at the end of last year; that of TV sets, 16 times to 4.6; and 
that of radios, 177 percent to 21.6. 
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In cities, almost every employee has a bicycle, and more than 90 percent of 
worker's families have TV sets, Xue says. 


Color TV sets, tape recorders, refrigerators and washing machines, which were 
regarded as luxuries for most Chinese until only a few years ago, are now 
becoming increasingly common, he adds. 


Xue notes: “I have repeatedly pointed out that the improvement of living 
standards depends fundamentally on the growth rate of production, rather than 
on the stability of prices.” 


He says that China introduced the mandatory state purchase system of farm 
products during years of shortages in the 1950s, in order to keep prices 
stable. At the same time, rationing of farm products was enforced in cities. 


However, he notes, the system failed to offer incentives to peasants to 
increase production and to improve the living standards of urban residents. 


That is why it was replaced by a new system at the beginning of this year, 
which allowed the peasants to sell their products at market prices after 
fulfilling their contracts with the state, he explains. 
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WUHAN LIVING STANDARDS RISE DUE TO PRICE REFORM 
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[Text] Wuhan, 12 December (XINHUA)--The living standards of 91 percent of the 
700,000 urban families in Wuhan have improved since state control over non- 
staple food prices was lifted in July, 1984. 


The retail price index rose 11.2 percent in the first 10 months of this year, 
while the income per person jumped 26.3 percent, according to an on-going 
sample survey of living standards by the city statistics bureau. 


The average monthly income per resident was nearly 60 yuan during that 
period--up 6.2 yuan from the same period in 1984, price increases excluded. 


Wuhan, capital of Hubei province, was the first major Chinese city to 
introduce the price reform. It is also the largest manufacturing center in 
Central China. 


“The city government has taken a series of measures to prevent food prices 
rocketing,” Deputy Mayor Wang Mimgquan said. 


For example, when local fish prices rose dramatically last February, the 
authorities ordered state-owned shops to sell their 1.25 million kg of stored 
frozen fish at cheaper rates to stabilize the prices. 


“Price rises have caused my family of four to spend an extra 40 yuan a month,” 
textile worker ChdaQzhen told the canvassers. 


“But my income and my husband's have risen by a total of 170 yuan a month,” 
she said. Her husband is a technician at a steel plant and her two daughters 
are at school. 








“The extra income comes from wage rises, and more bonuses and fringe benefits, 
as is the case with other employees,” she explained. In addition, the 
government grants subsidies to every resident on a monthly basis to offset 
price rises. 


An official of the statistics bureau cited Chu's family as a typical middle- 


income one in Wuhan--with a monthly income of 65 yuan per person, and two 
wage-earners and two dependents. 
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The prices of grain and cooking oil remain unchanged, the official said, 
adding that the prices of manufactured goods are basically stable. 


The survey shows that the daily intakes of kilocalories is up 5.4 percent from 
a year ago, with an increase of 24 percent of protein intake. 


Each resident now consumes a monthly average of 1.6 kg of meat; 0.6 kg of 
eggs; 0.87 kg of fish; and 12 kg of vegetables. 


But officials of the Statistics Bureau said that the nine percent of urban 
families with a per-capita monthly income below 35 yuan are complaining about 
price rises. They have low wages and more children to support, officials 
said. 


The city government has provided 15 million yuan this year in relief and 
subsidies to help them make ends meet, they said. 


The Chinese government announced at the beginning of this year a new program 
under which the mandatory state purchase of farm products was replaced by a 
system that allowed the peasants to sell their products at market price after 
fulfilling their contracts with the state. 


China introduced the mandatory system during years of shortages in the 1950s. 
It was abolished to offer incentives to the peasants to increase production. 
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NINGXIA RURAL WOMEN GAIN SKILLS THROUGH COURSES 
0W100743 Beijing XINHUA in English 0701 GMT 10 Dec 85 


{Text} Yinchuan, 10 December (XINHUA)--A woman in the suburbs of Wuzhong, in 
Northwest China's Ningxia Hui autonomous region, has earned 10,000 yuan this 
year from selling 80,000 mechanically hatched chicks. 


An official of the Regional Women's Federation cited Zhuang Guifang, 34, as a 
good example of how rural women in this underdeveloped region have achieved 
prosperity through technical training. 


With her earnings Zhuang has buiit an eight-room house, and bought a 
motorcycle, a washing machine, a TV set and furniture. 


Aided by the regional government, the federation has run 120 training courses 
for 5,000 rural women since June, 1984, the official said. 


Women have learned techniques for growing crops, breeding livestock, household 
sideline production and tailoring. 


After attending a course on planting trees and grass, 50 women in Xiji county 
now serve as technicians for villages and townships. They are passing what 
they learned on to others, helping speed up the local shelter-belt project 
with aid from the United Nations World Food Program. 


The project is aimed at controlling soil erosion and promoting farming and 
animal husbandry in Xiji, one of the six counties administered by Guyuan 
prefecture in Southern Ningxia. 


Some 200 women in the prefecture now have opened tailors’ shops. 
In addition to training, the authorities of Longde County, also in the 
prefecture, supply raw materials, help them sell woven straw products and 


offer them market information. 


Organized by the regional government, technicians in cities often go to the 
countryside to pass their skills to women at home. 
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FUJIAN COMPANY TO LAUNCH 15350 MILLION BOND ISSUE IN EUROPE 
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English 7 Dec 85 p 1 


{Article by Tony Ngan] 


[Text] China's Fujian Investment and Enterprise Corporation (FIEC) will make 
a US$50 million public bond issue in Europe next year. 


The bond's country of issue and the coupon rate have not been decided, but its 
maturity period is expected to be at least 10 years. Beijing's approval of 
the application for the new issue is also expected soon. 


Mr Robert Jewkes, director of Hong Kong-based Delta Consultants (Fujian), 
told BUSINESS STANDARD that the FIEC had just successfully launched a 10 
billion yen samurai bond which did not need any guarantee from the Bank of 
China. 


Agreement for the 10-year public samurai bond issue was signed on Nov 27 be- 
tween FIEC and Nomura Securities in Tokyo, with Nomura appointed lead manager 
of the facility and the Bank of Tokyo the lead underwriter. 


A Japanese research body specialising in the analysis of such bonds, reportedly 
gave the new issue a high rating of "AA minus". (A Bank of China guaranteed 
issue would have commanded an even higher "AAA" rating.) 


The recent samurai bond was FIEC's second issue, the first being the private 
placement of a 5 billion yen bond issue in 1983, according to Miss Eliza 
Chan who handles Delta's Hong Kong operation. 


Miss Chan is also a barrister and solicitor qualified in Canada, responsible 
for the China desk in the law firm of Denton Ahll Burgin and Warrens which 
set up the consultancy company Delta. 


Miss Chan noted that the funds raised by the recent yen-denominated bond and 
the planned US$50 million bond would be used to finance a series of major 
projects to be launched by Fujian in the next five years. 
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One of the projects said to be partially financed by funds raised by FIEC is 
an oil refinery to be built in Meizhou Bay at a projected cost of about 
US$800 million with an annual production capacity of 2.5 million tons. 


The refinery is expected to be financed by funds from overseas Chinese, pre- 
ferential loans from the Spanish Government besides funds raised by FIEC. 


Information from Miss Chan was that the Xiamen Sensitive Material Co, which 
has introduced from Kodak a production line on colour films, also needs a 
total of US$100 million and RMB560 million to expand its production. 


Fujian's demand for funds has been on the rise since the establishment of the 
Xiamen SEZ [Special Economic Zone]. 


According to Miss Chan, the inflow of foreign capital increased by 137 percent 
in the first nine months of this year, over the same period last year. 


Within the same nine-month period, Fujian reportedl, signed more than 300 
agreements with foreign investors worth US$260 million. 


A bulletin from Delta said that Xiamen SEZ has recently been granted permis- 
sion by the State Council co further the open door policy. 


The Xiamen SEZ will change from a regonconcentrating on export-oriented 
processing industries to a comprehensive special economic zone focusing on 
manufacturing industries and developing tourism, commerce and real estate, 
the bulletin added. 


? 


Certain free port policies would gradually be implemented, it said. 


An example cited was that it could now start its own entrepot and transit 
trade and, upon request of other inland enterprises, run import-export trade 
for goods not under the state's unified control. 


Other new attractions reported in the bulletin included exemption from 
entrepot duty. 


This meant that no customs duties, duties on import commodities and value 
added tax would be imposed on commodities that are stored, repacked, processed 
or labelled in the Xiamen SEZ before re-export to other places. 


The bulletin said specialised banks can, upon permission given by the State 
Council, negotiate loans with foreign countries and issue bonds and shares 
to raise funds for the various projects. 


These banks would also be allowed to start business in foreign currency de- 
posit for local residents and conduct spot transactions in bonds and shares 
on a trial basis, the Delta Bulletin said. 


Apparently Xiamen SEZ is directing its efforts towards an economy that centers 
on foreign trade. It is basing its industrial structure on modern industries 
financed by foreign capital, producing export oriented goods. 
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Projects that may bring in foreign exchange will be given priority. Tourism, 
entrepot trade, labour services export and processing industries will be 
developed to earn more foreign exchange. 


The bond issues being launched by FIEC would provide overseas investors with 
a new channel to finance the many related projects in the Fujian Province. 
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PORTS TO RECEIVE WORLD BANK DEVELOPMENT FUNDS 


HKO90413 Hong Kong SOUTH CHINA MORNING POST (BUSINESS NEWS Supplement) in 
English 9 Dec 85 pp 1, 3 


[Article from Diane Stormont in Shanghai] 


[Text] The World Bank has targeted China's six major ports for development 
funds and is currently examining potential investment packages, a top bank 
official said yesterday. 


Speaking at the third bi-annual Marintec China '85 conference in Shanghai, 
Mr Hans Peters, deputy division chief of World Bank's East Asia and Pacific 
Regional Office, said the bank plans to become involved in two major port 
projects each year over the next five years, and by 1990 will be providing 
funds in the region of US$200 million to $250 million annually. 


The money, a mixture of soft loans and commercial credit, will be earmarked 
for specific projects, including grain-handling facilities at Dalian in the 
north and anticongestion measures in Shanghai. 


In the long term, the aim is to provide for reallocation of cargohandling 
facilities away from congestion black spots to spread the load and relieve 
bottlenecks, Mr Peters said. 


Tonnage backlog at China's major ports has become so acute in recent years 
that ships can experience delays of more than 30 to 40 days. 


World Bank financing of Chinese projects is already reaching the US$1 million 
mark per year, Mr Peters said. 


The money is being spread across a range of sectors from education, agri- 
culture, population and health control, hydropower, the oil and coal sectors 
as well as offshore work. 


"Only yesterday, the Deputy Mayor of Shanghai made a plea for funding the 
city waterworks scheme," Mr Peters said. 


The World Bank never provides total finance for any project. The country 
concerned has to provide a portion of the capital input. 








However, in China's case there is a trend away from concessionary money, he 
said. 


China's ports, for example, will be able to service their own debts once the 
necessary tariff adjustments have been made. 


When the World Bank first became involved with China, there was so little 
information available about various economic sectors’ development needs 
that in the early stages most of the financing took the form of soft loans. 


Now the World Bank knows which sectors require soft loans and whice are self- 
supporting. 


Mr Peters, who spoke on intermodalism at the conference, said that 45 per- 
cent of China's cargoes could be carried in containers, but at present only 
six to eight percent actually travel in boxes. 


However, over the next five to six years, the rate of containerisation 

should grow at 15 to 20 percent annually, but containerisation per se is 

not the answer to China's port contestion problems as hinterland cargo-handling 
is still providing major headaches. 


But future development plans, Mr Peters said, allow for the upgrading of 
existing facilities, and the construction of new facilities, particularly 
roads. 


About 80 percent of development assets will be spent on upgrading projects, 
particularly China's railway system, which should be handling about two- 
thirds of all China's cargo movements in the next generation. 


In addition to improving hinterland and port handling facilities, China also 
faces problems in interacting with international shipping movements, Mr Peters 
said. 


For example, China's state freight forwarder, Sino Trans, has induced the 
railways to accommodate 15 TEU [expansion unknown] (20 ft equivalent) con- 
tainers. 


However, the rest of the world is already moving away from the standard TEUs 
to 40ft equivalent unit boxes, which are getting proportionately heavier as 
stuffing methods improve. 


China will have to be able to accommodate 40 ft units in order to trade. 
The big American or Japanese lines are not interested in handling non-stand- 


art containers, he said, and many custom-built container terminals cannot 
accommodate anything but a standard box. 


"The external environment dictates the major decisions to be taken in the 
field," he said. "China must prepare to interface." 
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COUNTRY SET TO CLARIFY FOREIGNERS TAX LIABILITIES 


HK110615 Hong Kong SOUTH CHINA MORNING POST (BUSINESS NEWS Supplement) in 
English 11 Dec 85 p 1 


[Article by Olivia Sin] 


[Text] China is likely to issue new regulations this month governing the 
tax treatment of frequent foreign visitors to the country, according to 
Ms Nellie Fong, tax partner of Arthur Anderson and Co. 


She said the regulations will spell out the tax liability of both expatriate 
and Hong Kong visitors staying in China for a period of 90 or more consecu- 
tive days. 


She was addressing the two-day China Update ‘85 conference, organised by 
the Institute for International Research, which ended yesterday. 


She said the 90-day period is counted as consecutive if any absence in be- 
tween is less than 30 days. 


The new regulations are expected to cause concern among China traders, bankers 
and researchers who are required to make frequent trips to the country. 


Under Chinese law, foreign visitors have to pay income tax if they stay in 
the country for a period of 90 or more days consecutively. 


But there is confusion on the tax liability of frequent travellers in the 
absence of written regulations. 


To make matters worse, Ms Fong said different tax bureaus in China have 
adopted inconsistent methods to determine the tax liability of frequent 
travellers. 


The new tax law is expected to clarify the situation and spell out a uniform 
calculation method. 


To the dismay of foreign investors, China in May announced controversial 
new taxes for representative offices of foreign firms located in the country. 
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Observers said the series of new tax rulings relating to foreign investors 
were apparently in line with the nation-wide campaign against tax dodgers. 


Ms Fong said the Chinese tax bureau officials have been conducting “surprise” 
checks to monitor the length of stay of foreigners who have representative 
offices in the country. 


Some of these representative offices are staffed by one or two senior for- 
eign officials and supported by a team of specialists who make frequent trips 
to the country. 


To illustrate the confusion, Ms Fong said Hong Kong visitors holding a multi- 
ple travel permit, known as the “certificate to return to homeland", can be 
subjected to three different types of treatment by these tax authorities: 


—Certain tax bureaus treat each new entry into China as the start of a 90- 
day period and as long as the person does not stay in China continuously for 
more than 90 days, no tax is levied. 


--Certain tax bureaus insist that there should be a 30-day gap between two 
90-day stays to escape the tax net. 


Failure to comply with the 30-day absence ruling makes the individual liable 
for tax. 


--Some tax bureaus adopt a more drastic method of calculation. In cases where 
individuals fail to be absent for 30 days before starting another 90-day 
stay, "all" their income becomes liable for tax. 


Ms Fong advised foreigners visiting China to avoid obtaining multiple visas 
for period exceeding 90 days. 


If the new regulations take effect, Ms Fong said most Hong Kong travellers to 
China will end up paying double income tax--in China and Hong Kong--since 
there is no tax relief treaty between the two. 


Under Hong Kong laws, those residing here for more than 60 days in a year 
are subject to local income tax if they are employed in Hong Kong. 


Many frequent China travellers are employed by local firms and receive their 
salaries here. 
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English 11 Dec 85 p 5 


[Article by Olivia Sin] 


[Text] Bankers can no longer regard all loans to Chinese borrowers as 
transactions beween them and the country itself because Chinese enterprises 
are responsible for their own financial arrangements under the current eco- 
nomic reforms. 


Mr Peter Taylor, manager of Standard Chartered Bank's China Department, said 
Beijing's decentralisation policy has raised doubts about the authority and 
financial standing of some Chinese borrowers. 


He suggested some Chinese borrowings should not be viewed as equivalent 
to creating a direct liability on the Chinese state. 


"Even though Beijing acts and talks about its obligations to manage and 
oversee foreign credit facilities supplied to China...more and more this 
official attitude neglects the government's general financial prudence 
rather than strict legal liability," he said. 


Quoting from Beijing's Seventh Five-Year Plan (1986-90), he said the Chinese 
authorities’ emphasis is on delegating more power to lower levels. 


This sets a clear distinction and functions of governments and those of enter- 
prises, Mr Taylor said, addressing the China Update ‘85 conference yesterday. 


He said export credit agencies often expressed reservations about projects 
being handled at the lower levels because of uncertainty over their finan- 
cial strength. 


"The issue is: How is sovereign risk to be defined in terms of borrowers 
within the Chinese contract?’ 


Nevertheless, Beijing's recent tightening of control over loans has, to a 
certain extent, clarified some of the confusion, Mr Taylor said. 
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In October, the People's Bank of China, the country's central bank, said all 
foreign currency borrowings by Chinese enterprises must obtain approval from 
the bank. 


Approval will be granted only after careful vetting by the State Administration 
of Foreign Exchange. 


This might give some comfort to lenders as to the financial capability of the 
Chinese borrowers, he said. 


Mr Taylor said it has become more difficult to obtain loan guarantees from 
the Chinese authorities. 


In view of the limited number of Chinese institutions authorised to provide 
guarantees, bankers can explore the possibility of using direct security for 
their loans. 


"Interest is now being shown within China's domestic Economy in [word in- 
distinct] to cope with defaulting debtors and breaches of contract general- 
ly," he said. 


In addition, Chinese banks making loans to state-owned enterprises are eager 
to derive a system for recovering loans and protecting themselves against 
default. 


Mr Taylor said foreign bankers will be closely watching these developments 
and their possible bearing on foreign credit. 
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XIAMEN SEZ TO ESTABLISH SECOND JOINT-VENTURE BANK 


HK160739 Hong Kong SOUTH CHINA MORNING POST (BUSINESS NEWS Supplement) in 
English 16 Dec 85 p 1 


[Article by Paul Sham] 


[Text] Xiamen Special Economic Zone [SEZ] is undertaking a drastic reform 
of its banking system to pave the way for the city to become a free port, 
according to a senior banking official. 


Mr Ke Xiangi, deputy general manager of the People's Bank of China, Xiamen 
branch, told BUSINESS NEWS the current system is still "too simple" to 
cope with Xiamen's expanding economy. 


He said the city plans to establish a second joint-venture bank and set up 
a regional bank in the near future. 


Under a scheme mooted by the World Bank a year ago, the SEZ's next joint- 
venture bank will be a partnership formed by a finance arm of the World Bank, 
Agricultural Bank of China, and an unnamed foreign bank. 


The first joint-venture bank, Xiamen International Bank, was established in 
November . 


Mr Ke said the new bank is still in the planning stage. He declined to 
give details of its proposed size and scale of operation, nor disclose the 
background of the foreign bank. 


However, the People’s Bank, which is the country's central bank, has approved 
the plan, he added. 


A joint-venture formula was chosen because its combination of foreign expertise 
and familiarity with the local environment by Chinese banking officials would 
be more likely to ensure its success. 


Mr Ke said the plan to establish a regional bank--which would be the first of 
its kind in China--has been sent to the authorities in Beijing for their 
approval. 
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It is planned to have capital of 100 million yuan (HK$244 million) at the 
outset, with local enterprises and industries as its targeted clients. 


Setting up a regional bank will bring Xiamen one step closer to a complete 
banking system, he said. 


Xiamen would eventually like to see the existence of a central bank, a re- 
gional bank and several wholly foreign-owned banks as well as joint-venture 
banks, he added. 


"This is the ideal of having a centralised authority at the top, while at a 
lower level permitting more freedom of activities," he said. 


Two foreign banks have been granted approval to set up branch offices in the 
zone, which already boasts five foreign banks’ representative offices. 
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PRICE FIXING, CREDIT CONTROLS HAMPER ECONOMIC ZONES 
HK130607 Hong Kong SOUTH CHINA MORNING POST in English 13 Dec 85 p 11 


[Text] Price controls could hamper China's efforts to modernise and manu- 
facture high quality industrial products, says a Hong Kong industrialist who 
now manages a television factory in the Xiamen Special Economic Zone. 


Mr John Kwong-yui Fund had an instant answer when asked what his number one 
problem was as head of the Xiamen Overseas [word indistinct] Electronic Co. 


He replied: "Foreign exchange, of course!" 


It is an indication that strict credit control imposed by Beijing earlier this 
year is hurting many enterprises in China. But for Xia Hua--as the tele- 
vision manufacturing factory is popularly known--it is only one of many 
thorny problems. 


The business is a joint venture between Hong Kong's Conic group and the Xiamen 
Special Economic Zone Development Co. Mr Fung has been sent from Hong Kong 
by Conic to oversee production of the Xiamen offshoot. 


He expressed concern to the SOUTH CHINA MORNING POST not only over foreign 
exchange but also China's stringent price controls which he thinks are bad 
both for the factory and the country as a whole. 


Mr Fund revealed that the state fixed mainland retail prices for a 14-inch 
colour television set produced by Xia Hua at about ],000 yuan, (about 
HK$2,500) which was only 20 yuan (about HK$50) higher than locally-made 
alternatives. 


But he claimed that Xia Hua's television sets were far superior to local 
brands because some parts were imported from Japan and production lines are 
far more advanced. 


Mr Fung, who has worked in the free-wheeling Hong Kong electronic industry 
for many years, is unhappy with the Chinese system. 


"Price controls may be advantageous to mainland consumers but they are clearly 
unfair to us," he said. 
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"How do you expect investors to put research money into new ideas and new 
models under such a system?" 


He warned that such controls would hamper China's struggle to modernise and 
manufacture high-quality industrial products. 


And Mr Fung added that the system had forced some factories to lower the 
quality of their products to suit the price. 


He refused to say if Xia Hua would also resort to similar tactics and would 
only comment: "We are trying to solve the problem." 


Mr Fund also disclosed that China unilaterally fixes the rate of renminbi 
changes with individual enterprises at a "negotiated rate". 


This negotiated rate is considerably lower than the quoted official rate which 
effectively reduces profits of such enterprises. 


Currently the official rate is about U.S.$3 per yuan but the negotiated rate 
is U.S.$4 per yuan. 


"The rate varies each time we change money," said Mr Fung. 


The result is that for each 14-inch TV set sold in the mainland market the 
factory is not getting 1,000 yuan but much less in terms of foreign exchange. 


Mr Fung also pointed out the recent fall in the official renminbi exchange 
rate against international currencies engineered by China has brought diffi- 
culties to the factory. 


Since between 90 and 95 percent of Xia Hua's products are sold to mainland 
rather than international markets they cannot be priced more competitively 
because of the weak currency. 


Instead the weak renminbi has brought about an increase in costs for raw 
materials which are mostly imported and paid in American dollars. 


The strict control of foreign exchange imposed by the state since early this 
year also has its impact on Xia Hua which is purported to be a model factory 
in the special economic zone. 


"It has slowed things down," Mr Fung said. 


Xia Hua originally had grand plans to take over 13 factory buildings in the 
zone by the end of this year but it is now only able to occupy nine. 


The present estimate if ror at least a three-month delay in expansion. 
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Planning for Xia Hua began last year when Conic in Hong Kong was running 
into financial trouble. Mr Fung explained the Xiamen project was not affected 
because the needed capital had already been paid up. 


Initial investment is U.S.$20 million (about HK$156 million) and 70 percent 
of this has gone to the purchase of equipment and for production lines. 


Cf the 1,500 staff in the factory, 12 supervisors are from Hong Kong. 


Production began in June this year and technology is transferred from the 
hugh French electronic group. Thomson which makes television sets under 
various brands such as SAAB. 


Despite all the setbacks in the Xiamen operation. Mr Fung said it is still 
a wise choice to have the factcry set up there. 


Production cost is 10 percent lower than in Hong Kong which is well-known 
for its expensive land and labour. 


Xiamen also has a distinct advantage over Shenzhen though the latter is a 
more developed and sophisticated special economic zone. 


"We have a better choice of workers here because there are fewere factories. 
Moreover, the salary is also lower than Shenzhen," said Mr Fung. 
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[Article by Olivia Sin in Shenzhen] 


[Text] The People's Bank of China has approved in principle the setting up 
of a foreign exchange trading center in Shenzhen. 


BUSINESS NEWS has learned that a detailed set of regulations governing the 
operation of the center is being drafted by the Shenzhen branch of the Peo- 
ple's Bank. 


A source near to the People’s Bank said the center is under the direction of 
a high-level steering committee comprising Shenzhen's deputy mayor, Mr Zhen 
Xipei, the general manager of the People's Bank of China, Shenzhen branch, 
Mr Luo Xianrong, and senior officials from the planning commission for the 
special economic zone. 


It is understood the center has already concluded a number of "pilot" cur- 
rency transactions to gauge the kind of problems it may encounter. 


The project is seen as a bold experiment to curb the rampant black market in 
currency transactions by providing a legal channel. 


But the Shenzhen officials in charge of the center are believed to be still 
undecided on a formula for calculating exchange rates for its currency 
transactions. 


It is accepted the exchange rates will have to be more favourable than the 
current official rates to attract business. 


But a drastic devaluation of the yuan at this level could have harmful reper- 
cussions on the country's official rate. 


China has no experience in managing such a forex trading facility and will 
take time to work out its own model. 


An official source said the center is likely to operate on a limited scale in 
the next few months to sort out any teething problems before it becomes fully 
operational. 
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Shenzhen city government last month announced some preliminary rules for the 
operation. 


Under these rough guidelines, the exchange rate of different currency trans- 
actions may be varied according to the traders’ "cost of funds". 


This means those enterprises which face higher costs in earning hard currency 
will be allowed to sell their hard currency at a higher price. 


For instance, the costs incurred in earning foreign currency are generally 
higher for industrial enterprises than in the service industries. 


Some textile factories in Shenzhen, for instance, found it took 400 yuan to 
earn U.S.$100, against an official rate of 320 yuan to U.S.$100. 


Among reasons for the higher costs are factory inefficiency and keen competi- 
tion in international markets which forces China to sell its products cheaply. 


One People’s Bank sources suggested the exchange rate could set according to 
the average "cost of funds" experiencedinthe zone, with provision for a 
10 percent margin. 


He said a rough estimate shoved Shenzhen City's average cost of funds at the 
end of Septemberwas 390 yuan to U.S.$100. 


Compared with the official rate, this represented an 18 percent devaluation 
of the yuan. 


Although the center is eventually intended to be open to all enterprises 
based in Shenzhen, it will be restricted to state-owned concerns in its 
initial phase. 


Joint ventures and wholly foreign-owned enterprises will be allowed to con- 
duct transactions there at a later stage. 


/6662 
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FOREIGN BANKS TO LOAN SHENZHEN © US$50 MILLION FOR DEEPWATER PORT 


HK131200 Hong Kong SOUTH CHINA MORNING POST (BUSINESS NEWS Supplement) in 
English 13 Dec 85 p 1 


[Article by OliviaSin in Shenzhen] 


[Text] Banque Indosuez is arranging a J.S.$50 million loan for the con- 
struction of a deepwater port in the Shenzhen Special Economic Zone. 


The bank's deputy general manager, Mr Georges Huine, said the loan, involving 
three other banks, will be finalised in a month. 


Speaking after a ceremony yesterday marking the opening of the bank's new 
Shenzhen branch, he said Banque Indosuez will act as the agent of the lending 
group. 


The port in Yantian, Shenzhen, is being built by the Swiss-based Archirodon 
Engineering Company. 


Banque Indosuez is among four foreign banks awarded licences to operate 
branches in the Shenzhen zone. 


The others are Hong Kong and Shanghai Bank, the Bank of Credit and Commerce 
International [BCCI], and Standard Chartered Bank. 


Hong Kong Bank opened its branch last month while BCCI and Standard Chartered 
will open theirs in the next few days. 


Mr Huine said Banque Indosuez is also interested in opening a branch in 
Shanghai, a "priority" coastal city with a strong industrial base. 


As a first step, the bank recently opened a representative office in [word 
indistinct]. 


Mr Huine said he is confident Beijing will contiiwe to support the development 
of Shenzhen despite the severe censure on the zone recently for failing to 
earn foreign currency and attract high technology. 
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The Hong Kong ,eneral manager of Banque Indosuez, Mr Jean-Claude Gruffet, 
said trade finance and loans will be the major activity of the Shenzhen branch. 


Mr Gruffet, also manager of the Shenzhen branch,said the bank has helped tc 
promote the industrial and infrastructural development of the zone and Guang- 
dong Province. 


Yesterday's opening ceremony was led by the mayor of Shenzhen, Mr Li Hao, 
and Banque Indosuez's senior vice-president for Asia, Mr Michel Moreau. 


/6662 
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FOREIGN BANKS MUST TAKE ‘LONG-TERM VIEW' OF SHENZHEN INVESTMENT 


HK170509 Hong Kong SOUTH CHINA MORNING POST (BUSINESS NEWS Supplement) in 
English 17 Dec 85 p 5 


[Text] A Chinese official has admitted that foreign bank branches in Shenzhen 
are facing limited business opportunities. 


The deputy general manager of the People's Bank of China, Zhenzhen branch, 
Xiao Shaolien, urged foreign banks to take a long-term view when investing 
in the special economic zone. 


He said Shenzhen is developing and its prospects will improve in the future. 


Foreign banks have complained about their limited scope for business in Shen-~ 
zhen. 


They can only handle foreign currency transactions and their major clients 
are the joint ventures and wholly foreign-owned enterprises. 


They are not allowed to accept deposits nor handle trade bills of the scores 
of state-owned corporations in Shenzhen. 


Mr Xiao, who attended the opening ceremony of BCCI's /Bank of Credit & 


Commerce International/ Shenzhen branch, said the zone should strive for a more 
balanced development. 


Saying that Shenzhen has placed too much emphasis on tourism in the past, he 
said it should work harder to improve its infrastructure facilities and to 
attract industrial investment. 


BCCI is one of the four foreign banks so far allowed to operate branch activi- 
ties in Shenzhen. 


The other three are the Hong Kong and Shanghai Bank, Banque Indosuez and 
the Standard Chartered Bank. 


BCCI said in a press release that in addition to its Beijing office, it also 
plans to open representative offices in Guangzhou and Shanghai next year. 
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BCCI, a bank holding company with Arab interests, said it will provide 
training for Chinese staff. 


The bank is also keen to help China boost its exports, absorb advanced tech- 
nology and introduce foreign investment. 


/6662 
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INSURANCE FUND DEPOSIT REQUIREMENT FOR FOREIGN BANKS IN SHENZHEN 


HK160737 Hong Kong SOUTH CHINA MORNING POST (BUSINESS NEWS Supplement) in 
English 16 Dec 85 p 6 


[Article by Olivia Sin] 


[Text] Foreign bank branches in Shenzhen are required to deposit six percent 
of their total deposits with the People's Bank of China as an insurance fund, 
according to reliable sources. 


BUSINESS NEWS learned that the rate was specified in a recent directive from 
the Shenzhen branch of the People's Bank, the country's central bank, to 
foreign banks. 


In addition, the Shenzhen branch of the People's Bank plans to set up a 
"cheque clearing house" to cater for the growing number of foreign bank 
branches in the special economic zone [SEZ]. 


It is understood the cheque clearing operation will be performed manually at 
first and by computers at a later stage. 


China did not specify the level of deposits to be placed with the People's 
Bank when it promulgated its banking law governing foreign banks and joint 
venture-banks in the four special economic zones in April. 


The new directive is part of China's move to supplement the banking law 
which has been criticised as "vague and incomplete”. 


it is understood the level of deposits may be different in other SEZs since 
the directive calls for amounts ranging from five to 10 percent. 


Sources said the Shenzhen branch of the central bank has received more than 
$500,000 in deposits so far. 


Most is understood to come from the Shekou and Shenzhen branches of the Nanyang 
Commercial Bank, a member of the Bank of China group. 


The source said the amount of deposit required from bank branches will be ad- 
justed each month in accordance with their total deposit levels. 
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It will be some time before three other "foreign" banks which have recently 
opened branches in Shenzhen--Hong Kong Bank, Banque Indosuez and Kwangtung 
Provincial Bank--attract substantial deposits. 


Although the law allows foreign bank branches to handle both Chinese and for- 
eign currencies, they are being permitted to handle only foreign currency 
transactions to start with. 


Under the law, foreign banks are allowed to take deposits from foreign inves- 
tors and visitors but not from the local Chinese population. 


The source said there is no pressing need to establish a cheque clearing 
facility in view of the small amount of business. 


"The foreign banks can clear the cheques among themselves now," he said. 


There may be a need to set up a central facility for cheque clearing some time 
next year, he said. 


Because the necessary computer system will take time to arrive and install, 
he envisaged the vheques will be cleared manually by a team of accountants in 
the initial stage. 
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GUANGZHOU RESIDENTS RUSH TO BUY BANK BONDS 
Hong Kong TA KUNG PAO in Chinese 30 Oct 85 p 3 


{Article: "Two Banks in Guangzhou Put Bank Bonds on Sale, Residents Queue Up 
To Rush Purchase; High Interest, Simplified Procedures, Requiring No Regis- 
tration; More Than 7 Million Yuan Sold by Branch Office of Industrial and 
Commercial Bank in First 4 Days"] 


[Text] China News Agency, Guangzhou, 29 Oct--Guangzhou residents purchased 
bank bonds very enthusiastically. According to the Guangzhou branch of the 
Industrial and Commercial Bank of China, it sold 7.32 million yuan of bank 
bonds in the first 4 days they were put on sale, this amount accounted for 
more than 40 percent of the sales target allocated to the branch bank by the 
State. On 25 Oct alone, 3.01 million yuan were sold in one day. At present, 
an average of approximately 1 million yuan of bank bonds are being sold daily 
in Guangzhou City. 


The No 2 savings deposit outlet of the Beijing Road office affiliated to that 
branch sold out the allocated amount of 170,000 yuan in only 2 days. It had 
to draw 370,000 yuan of bank bonds from other savings deposit outlets to meet 
the demand of many residents who rushed to purchase but they were sold out 
again very quickly. Luo Yuanfu [5012 6678 0265], manager of this savings 
deposit outlet told a reporter that numerous residents waited by the door 
every morning before the outlet opened for business to make the purchase. 

He said it was very common for a customer to purchase several hundred yuan 

of bank bonds at one time, many people purchased 1,000 yuans of bank bonds, 
and two customers purchased 10,000 yuan of bank bonds at one time. After 

all the bank bonds were sold out another three customers rushed in wanting to 
purchase 50,000 and 60,000 yuan of bonds. The residents revealed that they 
were happy to purchase bank bonds since the interest was higher than that paid 
for general deposits and the procedures were simple, requiring no registration 
of the purchasers and in keeping with the wishes of the people to keep their 
deposits confidential 


The bank bonds are issued to individuals in urban and rural areas by the In- 
dustrial and Commercial Bank of China and the Agricultural Bank of China each 
according to the scope of its business. They are for the purpose of collect- 
ing idle funds in the hands of the people and extending the funds raised as 
special loans to urban collectively owned enterprises and rural and small 
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town enterprises. The denominations of th2 bank bonds are divided into 20 
yuan, 50 yuan and 100 yuan, the time limit is 1 year and the annual interest 


rate is 9 percent. 


The Guangzhou City branch of the Industrial and Commercial Bank of China 
started selling the bonds officially on 22 October. The Guangzhou City branch 
of the Agricultural Bank of China will also put the borids on sale soon. 


12662/12955 
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BANK OF CHINA TO EXPAND SCOPE OF BUSINESS 
Hong Kong WEN WEI PO in Chinese 27 Sep 85 p 13 


(Article: "Bank of China Vigorously Expands Its Scope of Business and Raises 
Foreign Exchange To Promote Joint Ventures and Cooperation--President Wang 
Deyan Talks About the Bank of China's Promary Business Concerns") 


[Text] Wang Deyan [3769 1795 5888], new president of the Bank of China, said 
that the Bank of China is willing to discuss ways of cooperation in a positive 
manner with all foreign friends who are enthusiastic about the China market 
and that it is also willing to act as a guarantor to help Chinese-foreign 
joint ventures, which are urgently needed by China's modernization and can 
yield good economic results, to achieve success. 


During an interview by RENMIN RIBAO, Wang Deyan said: In the past few years, 
the Bank of China has vigorously expanded its scope of business. By the end 
of 1984, total assets reached 200.3 billion yuan, the number of branch 
offices increased to 261 at home and 286 abroad, and the number of foreign 
banks acting as agents for the Bank of China increased to 1,185. These foreign 
banks had 3,301 main and branch offices in 150 countries and regions of the 
world. 


According to an interview carried in the foreign edition of RENMIN RIBAO on 30 
July, the 54-year-old Wang Deyan studied at Qinghua University, the Central 
Finance and Economics Institute, and the Beijing Foreign Language Institute, 
majoring in banking and foreign languages. After graduating in 1953, he went 
to work for the Bank of China. He worked for the Chinese banking group in 
Hong Kong for 18 years. 


When reporters asked him how the Bank of China will develop in the future, the 
newly-appointed president outlined three areas: 


1. It will play a role in organizing and raising foreign exchange funds. At 
present, the Bank of China has permanent lending and borrowing relations with 
220 large banks of the world. They can borrow from and lend to each other 
whenever it is necessary. In the future, the Bank of China will continue to 
raise, according to state plans, foreign exchange funds from the international 
money market for use in China's four modernizations. 
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2. It will play the role of bridge. Through its branch offices abroad and 
foreign banks acting as its agents, the Bank of China will introduce various 
objects of investment and cooperation for domestic enterprises. In the 
process of negotiating, drafting agreements and going through relevant 
procedures, the Bank of China can also provide consulting and comprehensive 
services for both parties. In the past few years, the Bank of China has 
concentrated on integrating foreign banks or enterprises to form investment 
partnership and establish joint-investment financial groups or joint ventures 
with the participation of Chinese enterprises. At present, a number of large 
projects has been carried out in this regard, such as the Dazhong Automotive 
Corp of Shanghai, the Antaibao Open-Cut Coal Mine of Pingsuo, Shanxi Province, 
and the Zhongguo Yuangiu Renting and Leasing Corp. From now on, the Bank of 
China is planning to carry out broader cooperation with more international 
financial and business circles in a variety of forms. 


3. It will play a role in transmitting domestic and foreign information. At 
present, the Bank of China has special information organs or personnel at its 
branch offices or agencies in London, New York, Hong Kong, Tokyo and Paris. 
It has also signed agreements with more than 40 foreign banks on trust 
consultation and cooperation and chosen a number of large foreign banks as 
major liaison offices for the supply of information to China. The Bank of 
China can offer concerned departments and enterprises at home and abroad 
information on the credit investigation of domestic and foreign customers, the 
situations of the international money market, the trend of the development of 
major currency rates, and different types of investment activities. 
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BRIEFS 


HEBEI TAX REVENUES--As of 18 November, Hebei Province had collected 
3,813,540,000 yuan in industrial and commercial taxes, exceeding the annual 
tax revenue plan by 0.9 percent and prefulfilling the annual plan by 50 days. 
[Summary] [Shijiazhuang HEBEI RIBAO in Chinese 16 November 85 p 1 SK] /12913 


FUJIAN BONDS IN YEN--A formal signing ceremony for Fujian to issue bonds at a 
total value of 10 billion yen in Japan was held in Tokyo on 26 November. The 
bonds will mature in 10 years, with an annual interest rate of 7.1 percent. 
The bonds are issued by the Fujian Investment Enterprise Corporation. 
{Summary] [Fuzhou Fujian Provincial Service in Mandarin 1130 GMT 27 Nov 85 
OW} /12913 


MUNICIPAL INSPECTION ON TAXES--The municipality-wide self- and mutual 
inspection on taxes, finance, prices, foreign exchange, and credit was 
basically concluded on 10 November. At present, it has entered the stage of 
inspecting key enterprises. According to initial statistics, as of 10 
November, some 150 million yuan in overdue taxes had been restored to the 
treasury after the tax survey. This municipality-wide tax survey began in 
early September, and was unprecedented in its scope and influence. During the 
survey, the Party Rectification Office of the municipal CPC Committee issued a 
circular calling for listing tax evasion as a major problem that a unit must 
investigate and determine responsibility for in the course of party 
rectification. This circular greatly directed the attention of the leaders of 
all levels to the general survey. Beginning from 11 November, the 
municipality-wide general survey on taxes and other fields entered the stage 
of inspecting key enterprises. The first group of key units to be inspected 
numbered 23. Meanwhile, the eight districts in the city outskirts formed a 
small group of personnel from the financial, tax, and auditing departments and 
from banks to inspect 109 grassroots units subordinate to the municipality. 
[Excerpts] [Beijing BEIJING RIBAO in Chinege 24 Nov 85 p 1 SK] /12913 


TIANJIN HOLDS MEETING--Yesterday, the municipal tax, financial, and pricing 
general survey leading group heard briefings on the survey among key 
enterprises throughout the municipality. According to statistics, as of the 
end of November, through the tex, financial, and pricing general survey 
illicit sums of 139.8 million yuan which should be handed over to the state 
treasury have been discovered. At present, some 83.92 million yuan has been 
restored to the state treasury. Nie Bichu, deputy secretary of the Municipal 
CPC Committee and Vice Mayor, (Wu Jingyang), leader of the Tianjin Work Group 
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sent by the State Council, and Vice Mayor Li Changxing attended the meeting 
and delivered speeches. Yesterday the municipal tax, financial, and pricing 
general survey leading group called on the various units throughout the 
municipality to continue to publicize the significance of the general survey, 
guard against slackness, and grasp we’l the general survey as well as the 
investigation and handling of major and key cases from start to finish. 
[Text] [Tianjin City Service in Mandarin 0030 GMT 8 Dec 85 SK] /12913 


HEILONGJIANG FOREIGN EXCHANGE--By the end of November, the amount of foreign 
exchange earned through exports by enterprises exclusively run by Heilongjiang 
Province reached $370 million; and by the end of chis year, this figure is 
estimated at more than $400 million, a real increase of 18 percent over last 
year. This year the amount of exported grain has increased greatly. By the 
end of November the province exported 860,000 tons of soybeans a 40 percent 
increase over last year. Initial statistics shows that this year the province 
will probably earn $120 million in foreign exchange through exports of 
soybeans and corn, accounting for 31.8 percent of the province's total. 
Meanwhile, exports to and the trade volume with the Soviet Union and various 
East European countries have also increased. [Text] [Harbin Heilongjiang 
Provincial Service in Mandarin 1000 GMT 13 Dec 85 SK] /12913 


NEI MONGGOL METALLURGICAL INDUSTRY--During the implementation period of the 
Sixth 5-Year Plan, Nei Monggol Autonomous Region has achieved the steady, 
stable, and harmonious development of the metallurgical industry and has 
developed the productive forces in this regard. It has overfulfilled the 
targets set forth by the Sixth 5-Year Plan for output value, profits and 
taxes, [word indistinct] in the output of major products. In 1984 the region 
realized 1.068 billion yuan of total metallurgical output value, a 36.75 
percent increase over the 1980 figure, and realized 240 million yuan of 
profits and taxes, a 2.5l-fold increase over the 1980 figure, accounting for 
28 percent of the regional annual financial revenues. During the January- 
October period of 1985, the regional metallurgical industrial front realized 
990 million yuan of output value and 286 million yuan of profits and taxes. 
[Summary] [Hohhot NEIMENGGU RIBAO in Chinese 15 Nov 85 p 1 SK] /12913 


JAPAN-PRC BANK ACCORD--Tokyo, Dec. 16 KYODO--The Research Institute of Fi- 
nance and Banking of China's central bank, the People's Bank of China, Monday 
entered into a wide-ranging tie-up with a Japanese Research Institute appar- 
ently as part of efforts to reform China's banking system. The Yamaichi Re- 
search Institute of Securities, the Japanese partner, said that the tie-up 
agreement, signed here Monday, calls for exchange of basic statistical data 
on the economy, finance and industry, and the results of research and study 
as well as the holding of study report meetings and seminars, and exchange 

of researchers. The institute, affiliated with Yamaichi Securities Co., a 
leading securities dealer, is the first Japanese private economic research body 
to link up with China's central bank. The Chinese institute apparertly wants 
to collect information on Japan's banking system and financial situation as 
reference data for China's current efforts to establish a new financial sys- 
tem, including a flexible interest system, banking sources said. Another 
factor contributing to the move is a growing trend among China's central and 
provincial banks to float bonds in the Tokyo market to finance development 
projects. [Text] [Tokyo KYODO in English 1142 GMT 16 Dec 85 OW] /6662 





JIANGSU INSURANCE BOOM--Nanjing, 9 December (XINHUA)--Overseas premiums at the 
Jiangsu Provincial Branch of the People's Insurance Company is expected to 
total 8 million U.S. dollars this year, said General Manager Tu Ying. In 
recent years, premiums have been increasing at 40 percent a year, and Tu is 
expecting the boom to continue as China's foreign trade and other economic 
relations develop. The Jiangsu branch has established business links with 960 
insurance agencies in 120 countries and regions since it began offering 
insurance for foreign businesses in 1974. The branch underwrites various 
kinds of insurance covering such things as: cargo transport, fishing vessels, 
vehicles, accidents, liability, machinery, construction, processing, assembly, 
compensation trade, and joint ventures. [Text] [Beijing XINHUA in English 
0903 GMT 9 Dec 85 OW] /12913 
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MINERAL~LADEN RIFT VALLEY FOUND IN SICHUAN 
0W150742 Beijing XINHUA in English 0653 GMT 15 Dec 85 


[Text] Beijing, 15 December (XINHUA)--Chinese scientists have located an 
ancient rift valley in Western Sichuan province, which might be one of the 
rarest “treasure bowls” in the world, today's SCIENCE NEWS reports. 


Preliminary study shows there are over a dozen large and medium-sized mineral 
beds and hundreds of smaller ones. 


The ancient Rift Valley was reported to have existed in the Panzhihua~-Xichang 
area in Western Sichuan where rich iron ore and other rare metals have been 
found and a big iron and steel plant is now in operation. 


The hypothesis of the existence of a Rift Valley in Western Sichuan was first 
taised in 1973 by Cong Bolin and others of the Institute of Geology under the 
Academy of Sciences of China. In 1982, the subject of research was listed as 
a key project to tackle by the state. Then a team of more than 40 experts in 
over a dozen disciplines marched to Western Sichuan. In close cooperation 
with local geological and metallurgical departments, they carried out an 
enormous amount of field and laboratory work and completed the project in 
three »<ars. 


Large amounts of evidence have proven the correctness of the hypothesis. 


Earlier this month, an appraisal committee from the Academy of Sciences of 
China studied and confirmed the research results. 


The finding is of great practical value in locating mineral resources in the 
area, the experts said. 


/12913 
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SHANDONG IRON ORE MINE--Construction of a modern, large underground iron ore 
mine has been completed in the middle part of Sgzphone Province. The annual 
capacity of the mine is 2.5 million tons of iron ore. [Summary] [Jinan 
Shandong Provincial Service in Mandarin 2300 GMT 3 Dec 85 SK] /12913 


SHANDONG GOLD OUTPUT-~-During the Sixth 5-Year Plan period, gold industrial 
departments in Shandong Province have effected simultaneous increases in gold 
output, output value, and economic results. The province has ranked first in 
the country in gold output for 10 years running. Comparing the Sixth 5-Year 
Plan period with the Fifth 5-Year Plan period, the provincial gold output has 
increased by 41.53 percent, showing a yearly average increase of 16 percent. 
Thus far the province has built 36 large, medium-sized and small gold mines 
and gold dressing plants. Now a new gold mine, currently the largest in the 
country, is under construction in Yexian County. At present in Yantai, 
Qingdao and Weifang Cities and Linyi Prefecture alone, there are more than 
1,000 units engaging in gold mining and prospecting individually or jointly, 
and some 20,000 peasants are engaged in gold mining. [Summary] [Jinan 
Shandong Provincial Service in Mandarin 2300 GMT 4 Dec 85 SK] /12913 


YANJAI GOLD PRODUCTION--As of mid-November, Yantai City in Shandong Province 
produced a total of 137,257 liang of gold, overfulf‘!‘ing the annual plan by 
0.92 percent, and earned 19.35 million yuan in profits, overfulfilling the 
annual profit plan for 13.8 percent. The gold output and profit plans were 
prefulfilled by 40 days respectively. [Summary] [Jinan Shandong Provincial 
Service in Mandarin 2300 GMT 2 Dec 85 SK] /12913 
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ZHEJIANG PLANS CONSTRUCTION OF LARGE STEEL WORKS 
Hong Kong WEN WEI PO in Chinese 31 Oct 85 p 3 


[Article by reporter Yao Xinbao [1202 2946 0202]: "Construction of Large 
Steel Plant by Beilun Harbor Has Been Planned According to Pao Yu-kang's Pro- 
posal and Plan; Hongkong and Shanghai Banking Corp and Foreign Firm Invest; 
Planned Annual Output Comes to 4 Million Tons, Plant Site Has Been Chosen" ] 


[Text] Ningbo, 30 Oct--The steel plant with an annual output of 3 million 
tons of steel proposed by Bao Yugang [0454 3768 0474] to be built near Beilun 
Harbor in Ningbo will soon enter into the feasibility study stage by a joint 
group formed by Chinese and foreign quarters. At the moment, the plant site 
which has been basically picked is just over 2 km from the 100,000-ton-class 
wharf at Beilun Harbor covering an area no less than 4 sq km, the Shanghai 
Baoshan Iron and Steel Complex's second-phase project only covers an area 

of approximately 1 sq km. The Beilun steel plant being prepared for construc- 
tion will be developed into a project with an annual] production capacity of 

6 million tons in the future, as sufficient space has been set aside in the 
plant district. 


The Beilun steel plant project is divided into two construction phases. If 
everything goes well, it is expected that it will be initially completed be- 
fore 1990. 





Britain's Davy McKee Corp, the FRC's (Fu-lai-si-te) [phonetic, 1133 5490 2448 
3676} Corp, and the Hongkong and Shanghai Banking Corp will participate in 
the construction of the Ningbo Beilun steel plant. In his meeting in Ningbo 
on 29 October with representatives of the above-mentioned three institutions 
who arrived for an on-the-spot investigation, Acting Premier Wan Li [8001 
6849] expressed hope that cooperation could be strengthened as soon as possi- 
ble to get the stee’ plant built. 


Acting Premier Wan Li told the visitors, that even though the investment en- 
vironment in Ningbo is not too perfect and the construction of the airport 

and harbor has to be stepped up, as a whole, conditions in Ningbo are quite 
good, we keep our word, the open policy will not change, and it is appropriate 
to build a steel plant in Ningbo. 
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Chairman Kingdon of Britain's Davy McKee Corp, who came here for an on-the- 
spot investigation, indicated that with Britain's Davy-McKee Corp, the 
(Fu-lai-si-te) Corp of the FRG and the Hongkong and Shanghai Banking Corp 
jointly undertaking the construction of this steel plant, it can be assured 
that the technology will be very advanced. This project will take imported 
foreign capital as the key factor and the Hongkong and Shanghai Banking Corp 
has rich experience in financial affairs. 


Kingdon disclosed that the investigation group has exchanged views with the 
Chinese side in Ningbo on specific issues regarding the construction of the 
steel plant, and that it will leave for Beijing this week to exchange views 
in more details with the minister of metallurgical industry, Qi Yuanjing 
[2058 0337 7231). 


Kingdon also indicated that in his visit to England in June, Premier Zhao 
Ziyang and Prime Minister Thatcher discussed the issue of the steel plant 
construction, they planned to ask the Queen of England to take part in the 
discussion about the steel plant when she visits China next year. 


12662/12955 
CSO: 4006/271 
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NEW TEXTILES DEVELOPED IN HEILONGJ.ANG 
Harbin HEILONGJIANG RIBAO in Chinese 9 Sep 85 p 2 


(Article by Yu Chunlin [0060 2504 7207], Ning Dagang [1337 1129 0474) and Fan 
Xinzhu [5400 2956 4554): "Heilongjiang Province To Develop 40 New Textile 
Products This Year--37 Have Been Put Into Production So Far With Markedly 
Improved Economic Results"] 


(Text] Of the 40 new textile products planned for development by Heilongjaing 
Province this year, 37 have gone into mass production so far. The output of 
intermediate polyester linen products alone reached 3.7 million meters in the 
first half of 1985, contributing over 5 million yuan in profits and taxes. 
These textile products will be introduced to consumers at a provincial fair 
for new textile products scheduled for late September. By then, consumers 
will find everything new and fresh. 


Heilongjiang is abound in flax, chemical fiber and wool. In order to continue 
to update products, the provircial textile department, based on market 
forecasts, developed wool linen, polyester linen, and textured polyester fiber 
among other new products. Among the new products, 32 are produced for the 
first time in Heilongjiang, 5 are produced for the first time in China, and 3 
meet advanced domestic standards. The fashionable wool-linen blend suitings 
produced on a trial basis by the Qiqihar Woolen Mill which are stiff, durable, 
color-fast and well-ventilated in addition to being sasy to wash and crease- 
resistant, are very popular among consumers. As of today, over 50 
manufacturers from 18 provinces and municipalities including Shanghai, Nanjing 
and Guangdong have placed orders and made advanced payments. This plant has 
managed to make profits every month since April 1985, thus reversing the 
prolonged situation of losses once and for all. The fancy air-bulked 
imitation woolen suitings developed by the Heilongjiang Polyester Plant and 
the Mudanjiang Textile Plant come in over 30 varieties and designs. As of 
today, 200,000 meters of such suitings have been produced. This particular 
type of imitation wool is very similar to real wool. It has good flexibility, 
wear resistance, and a novel texture, is stiff, and washes well. It can pass 
for real wool, but at half the price. In addition, other new products such as 
Bali polyester cotton and imitation georgette, which are very popular among 
women, printed warp fabrics for decorative curtains, moth-proof worsted woolen 
coats, and water-resistant polyester linen, will be put on the market one 
after another to meet consumers for the first time. 
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With regard to the new textile products developed this year, the headquarters 
of the provincial textile corporation confirmed that there is a contractor for 
each project in all development and production units and that priority is 
given to the supply of raw materials to these units. The provincial economic 
commission allocated 680,000 yuan for the development of new products, which 
requires many manufacturers to carry out technological transformation and 
renovation of existing equipment while importing advanced technology and 


equipment. 


12302 
CSO: 4006/96 
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CHANGCHUN AUTO PLANT EXPANDS--The State Council recently approved the report 
of the State Planning Commission and agreed that the Changchun No 1 Automotive 
Plant should be expanded and transformed during the Seventh 5-Year Plan period 
and the first phase of the Eighth 5-Year Plan period to form an annua’ 
production capacity of 200,000 trucks. According to a survey of departments 
concerned, automobile demand will continue to increase on the domestic market, 
but the current domestic production capacity falls far short of meeting the 
estimated demand. The Changchun No 1 Automotive Plant, the backbone 
enterprise of China's auto industry, will fully utilize existing material and 
technological foundations to undertake technological transformation. After 
changing the model of products, the production level of this plant will 
increase substantially. During the Seventh 5-Year Plan period, on the basis 
of developing medium-sized trucks, efforts should also be made to further 
develop light trucks. The Changchun No 1 Automotive Plant should take the 
lead in integrating factories concerned to cooperate in importing, developing 
and gradually updating a series of light trucks. Since the auto industry is 
one of Jilin's advantages, striving to fulfill the technological 
transformation and expansion plans of the Changchun No 1 Automotive Plant for 
the Seventh 5-Year Plan period will contribute to the development of local 
ee in Jilin Province. [Text] (Changchun JILIN RIBAO in Chinese 17 Aug 
85 p 1] 12302 


CSO: 4006/96 
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CONSTRUCTION OF MORE HIGHWAYS, BRIDGES IN CHINA 
Beijing BANYUETAN [SEMIMONTHLY TALKS] in Chinese No 20, 25 Oct 85 pp 20-21 


{Article by Communications Vice Minister Wang Zhanyi [3769 1455 1942]: "Build 
More Highways and Bridges" ] 


{Text] Opening the map of our country, a highway communication network 
radiating in all directions will unfold in front of your eyes. It spreads 
across the good earth of the motherland like branches of a massive luxuriant 
tree. By the end of 1984, our country already has 927,000 km of highways on 
the mainland, of which 180,000 km are with cement and asphalt road surface. 
Compared with old China, it is a great change; before liberation, there were 
only 75,000 km of highway throughout the country and most of them did not 
have proper road surface. 


In the 36 years since the founding of new China, a highway transportation 
system with the city as the center has initially taken shape in various 
regions of our country. The overall layout of highways is becoming more 
equitable daily. Highways that were mainly scattered along the coastal 
regions and plains in the past have not been extended toward the mountainous 
areas and border regions. More than 90 percent rural villages across 

the country are now linked by motor vehicles, Xizang where there were 
practically no highways to speak of before liberation now has five main 
highways--the Qinghai-Xizang, the Sichuan-Xizang, the Yunnan-Xizang, the 
Xinjiang-Xizang and the Sino-Nepaiese highways in addition to numerous branch 
lines, with total highway mileage there now measuring more than 21,000 kn. 
The more than 1,900—-km-long Qinghai-Xizang highway was completely paved with 
asphalt in August this year after reconstruction. 


To get rich, roads must be built first. The pace of highway construction had 
stepped up since the 3d Plenum of the llth CPC Central Committee. More than 
50,000 km of highways have been built and more than 40,000 km reconstructed 
in the recent 5 years. More than 13,000 permanent highway bridges have been 
newly built, thus ending the situation in some areas where for many years 
motor vehicles had to be ferried across a river. 


Highways are one of the important marks to measure a country's economic level. 
Our country covers a vast territory, the foundation of existing highways is 
very poor, and the number and the quality standards of the present highways 
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are far from meeting the needs of the four modernizations drive, especially 
the needs arising from the daily developing commodity production. The actual 
volume of traffic in many highway sections at present has exceeded the 
designed passage capacity by many times over; in addition, bicycles and 
animal-drawn carts have also clogged up highway traffic to a large extent. 
According to an investigation, the average driving speed for motor vehicles 
on the main highways throughout the country is only 30 km, which is only half 
of the economical speed of motor vehicles. It means a great loss in 
transportation time ani also a tremendous economic loss. Leading comrades 
of the CPC Central Committee and the State Council taking note of this 
situation have emphasized time and again that motor vehicle transportation 
must be developed by readjusting the transport structure and building wide, 
smooth and straight highways. 


Guided by the CPC Central Committee, the state has defined and reiterated 
several important policies and measures in recent years including: adequately 
increasing investment for highway construction from now on; surcharge levy on 
motor vehicle purchase as a source of special funds for highway construction; 
the free allocation by the state of a portion of grain, cotton and cloth in 
support of highway construction by the masses; continual implementation of 

the policies of highway construction done by the people and subsidized by the 
state and with civilian workers pitching in for highway construction and 
maintenance and so forth. 


To cope with our country's economic development, more than 60,000 km of new 
highways will be built and another 80,000 km of highways reconstructed during 
the Seventh 5-Year Plan period. During this period, dozens of key highway 
bridges including the Zhengzhou Huang He bridge will be built. It is 
estimated that by the turn of the century, the total highway mileage in our 
country will reach 1.3 million km, of which highways with a 24-hour traffic 
volume of 10,000 motor vehicles will be built into Class I highways or 
expressways; most of the economic trunklines will be reconstructed into Class 
II highways; highways with a traffic volume exceeding 300 vehicles will all 
be paved with cement or asphalt; important ferries for motor vehicles will 
be reconstructed with bridges; and advanced signals, signs and communications 
systems will be installed on main highways. 


Although favorable conditions for realizing the above-mentioned objective are 
readily available, there are also difficulties. For instance, funds and 
materials are still insufficient, and this is especially true with regard to 
asphalt for use in highway construction. The tremendous shortfall of asphalt 
has made it impossible to give full play to economic results, consequently, 
some of the reconstructed and widened highways are not paved speedily due to 
the asphalt shortage. Thus, it is hoped that the petrochemical departments 
will produce and supply more asphalt for use in highway construction. Highway 
construction and renovation involve appropriation of some land and dismantling 
and relocation of certain buildings. Some difficulties arise at times in 
land requisition and dismantling and relocating buildings as some demands for 
compensation were so high that it impeded the smooth progress of construction 
but also increased the investment for construction. It is impossible to 
guarantee the quality of highways and large bridges of higher building 
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standards by solely relying on manual operations, but there is still a 
shortage of some essential mechanical equipment, especially heavy-duty road 
rollers, asphalt mixers and paving machines and special bridge-building 
equipment. Besides the efforts of the communications departments at all 
levels, vigorous support and coordination of the various departments concerned 
and the people are ueeded to take care of these matters. 


Highway construction benefits both the country and the people, economy 
flourishes in places linked with highways, besides, highway construction can 
also bring about day to day changes in various aspects of social life. We 

are confident that under the leadership and concern of the central authorities 
and people's governments at all levels, with the support of the broad masses 
of the people and through the arduous struggle put up by the communications 
departments, we can certainly make new contributions in modernizing highway 
transportation and national economic development. 


12662/9435 
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WATER CONSERVANCY CONSTRUCTION ON HUAI HE DISCUSSED 
Beijing LIAOWANG [OUTLOOK] in Chinese No 42, 21 Oct 85 p 14 


[Article: "From ‘Poverty Due to Flooding’ to ‘Richness Brought About By 
Irrigation'"] 


[Text] The Huai He is well-known throughout the world for its many calamities. 
There have been three sayings circulating from the upper reaches to the lower 
reaches: “Heavy rain brings forth big disaster, small rain causes small 
disaster, no rain means drought." According to historical records, the Huai 
He flooded more than 350 times between 1400 A.D. and the eve of liberation 

and droughts occurred more than 280 times. As the saying goes: "The water of 
the Huai He at the foot of Tongbo Mountain flows with the endless tears of 

the stricken people!" 


All this is now history. New China has bestowed a new life to the Huai He. 


On a news-gathering journey that covered northern jiangsu, southwestern 
Shandong, eastern Henan and northern Anhui, this reporter discovered that the 
word "New" [xin 2450] has been added to the names of many rivers. For : 
instance, New Tongyang Canal, New Yi River, New Shu River and also Huaishu New 
River and Cihuai New River and so forth. All these are artificial canals 
excavated since the 1950's. Why is it that new river courses have to be 
excavated? 


A comrade of the Huai He Harnessing Commission of the Ministry of Water 
Resources and Electric Power said the Huai He itself was originally a river 
system with its own structure in which disasters such as drought and water- 
logging rarely occurred. In ancient times, it was vividly described as a 
river where “fragrant grass grows luxvriantly, a strip of green water meanders, 
and sand birds sweep over the river bank." It is a pity that such a fine 
ecological environment was destroyed by exploiting the Huang He to s2ize 
control of the Huai He. In 1194 AD, the ruler of the Southern Dynasty 
breached the southern embankment of the Huang He to check the invading Qin 
army, the surging water of the Huang He disrupted the Huai He system thus 
marking the start of using the Huang He to seize control of the Huai He in 
the years that followed. Since then, the floods of the Huang He and the Huai 
He have been wreaking havoc and history has an endless record of drought and 
waterlogging disasters. 
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In October 1950, the central people's government made a decision to harness 
the Huai He effectively by going into action simultaneously on both the upper 
and the lower reaches and by storing and discharging floodwater at the same 
time. Thus, the Huai He has become the first major river in new China whose 
entire system is harnessed, 


A total of more than 1,000 km of artificial canal has been newly excavated 
along the Huai He valley for 35 years, which is lik adding a "New Huai He" 
equal to the old Huai He. Moreover, the more than 52,000 reservoirs scattered 
all over like stars in the skies and irrigation and drainage pumping stations 
and machine-pumped wells dotted like stars, along with the 100,000-km-long 
main and branch canals, have formed a gigantic engineering system in the 
entire valley capable of draining off flood water when flood occurs and 
irrigating the area in time of drought and also comprehensively benefiting 
shipping and power generation. This has added an extra of 80 million m of 
effective irrigated acreage there and expanded the acreage of stable and 
high-yield farmland by several dozenfold. 


Departing from Xinyang City of Henan along the way to trace the source of the 
Huai He, we saw the scenery of the river country. Our guide Li Zhongki [2621 
0022 4430), director of the water conservancy bureau of Xinyang Prefecture, 
said this area was originally a low-yield dryland crop area. With the 
reservoirs built to ensure the supply of water for irrigation, the peasants 
turned to cultivating paddy rice instead of dryland grain. They even 
developed fish breeding in the paddy fields in recent years. The benefits 
derived from 1 mu of paddy field are equal to that from several m of arid 
land. He said smilingly: "The books described the water from nature being 
colorless and tasteless, the water I tasted here is sweet!" 


We lost count of the number of catchment areas we came across, but we were 
deeply impressed by the two major catchment areas of the Bishihang and Jiangdu 
key water control projects. 


The Bishihang catchment area is situated in the hilly area in the central- 
western part of Anhui Province, the catchment area covering 130,000 sq km 
provides the benefits of power generation, shipping and water supply to the 
cities. The general administrative bureau of the catchment area produced 

some interesting figures: The excavated main canals are equal in length to 
the main stream of the Huai He; computer cumulatively up to the end of last 
year, the actual irrigated area was equal to 200 million m of cultivated land 
along the Huai He valley, thanks to irrigation, an additional «of 30 billion 
jin of paddy rice was harvested. 


The Jiangdu key water control project is a main pillar of the water ccnser- 
vancy system in the northern Jiangsu area. It comprises 4 pumping siations 
and 33 generating units with a total installed capacity of 50,000 kw. When 
the northern Jiangsu area was hit by the most extraordinary drought in 100 
years in 1978, the Jiangdy station continued pumping for 222 days and 
channeled water on its own course totalling 11 billion cubic meters, thereby 
ensuring water supply to more than 10 million m of farmland and turning a 
year of extraordinary drought into a year of bumper harvest. 
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In harnessing the Huai He for 35 years, the state has invested 7.7 billion 
yuan and the localities and the people have invested more than 20 billion yuan, 
the people paid a heavy price. In 35 years, the sons and daughters of the 
Huai He excavated and relocated 30 billion cubic meters of earth and stone 
work and in the end turned "poverty due to flooding" into "richness brought 
about by irrigation" along the Huai He valley. 


The planting structure in the Huai He valley has also changed. This 
traditional dryland crop area has now become the *hird paddy rice producing 
district after the Chang Jiang and Zhu Jiang, cultivating 45 million m and 
shipping out nearly 10 billion jin of rice annually. 


Deserted lakes and low-lying wilderness have undergone changes. More than 9 
million mu of water surface, a tomb for “water burial" of the stricken people 
in the past, are now important aquatic product bases. 


The old course of the Huang He has also changed. The sand dunes that stretched 
for miles have been built into the longest fruit forest belt in the country. 
The output of preserved and fresh fruits this year is expected to top l 

billion jin. 


The vast but desolate plain on the Huai He has changed. Row upon rows of 
forest belts crisscrossing along the embankment walks have been woven into a 
majestic forest network in the plain. Both banks of the Huai He are draped in 
endless green. 


During the news-gathering trip, this reporter noticed that communication 
facilities in some mountainous areas along the Huai He valley have not gone 
through much change, thus restricting the scale and progress of commodity 
production. 


12662/9435 
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CONTROL OF CAPITAL CONSTRUCTION INVESTMENT 
Beijing BANYUETAN [SEMIMONTHLY TALKS] in Chinese No 20, 25 Oct 85 pp 16-18 


[Article by Wu Huijing [0702 2585 0513]: "Control Is for Development--on the 
Issue of Control over the Scale of Investment in Capital Construction"] 


[Text] Since the founding of new China, there have been several major setbacks 
in economic construction, besides political reasons, these se.backs from an 
economic point of view are inseparable from unrealistically expanding the 
scale of capital construction. 


Since the beginning of this year, the CPC Central Committee has reiterated the 
need of controling the scale of investment in capital construction, because it 
has a bearing on the economic construction in our country as a whole and it 

is where the key to consolidating and developing the current excellent 
situation lies. On the basis of our national strength, it was defined in 

the proposal for the Seventh 5-Year Plan adopted by the recently held party 
national congress that investment in fixed assets for 1986 and 1987 will 
remain roughly the same as for 1985. To this end, leading cadres at all 
levels especially the leading comrades in charge of economic and regional 
construction must have a well<defined and unified understanding. 


Capital construction means an undertaking by various national] economic 
departments in getting additional fixed assets, such as new factory buildings, 
housing, shafts, railways, bridges and farmland water conservancy projects 
and purchasing additional ships, locomotives, vehicles and tractors and so 
forth. Investmert in capital construction and investment for updating and 
krenovation are in general called investment in fixed assets. The scale of 
investment in capital construction cannot be expanded at will and its growth 
rate is subject to the financial and material resources in society. In 
respect to funding, it should roughly keep pace with the national income or 
move a little faster; with respect to material supply, in general it should 
not exceed the tempo of production of capital goods; in particular, it cannot 
exceed the growth of coal, petroleum, electricity, building materials and 
transport capacity. Running counter to this law will undermitue the sustained, 
steady and proportionate national economic development. 


However, the scale of investment in capital construction was irregularly 
expanded beginning from the end of last year, which increased 25.1 percent 
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over 1983; the increase went straight up at the start of 1985. Its 
detrimental impact on the national economy has become more evident with each 


passing day. 


Firec, it resulted in an excessively high accumulation rate and an inflation 
of general demand in society. Overextended capital construction will bring 
about an increase in accumulation funds and an overinflated accumulation 

rate will cause a strain in the suppiy of capital goods. Of every 100 yuan 
of investment in fixed assets, about 30 yuan will be transformed into 
consumption funds by disbursing wages and bonuses relating to construction 
activities, which in turn stimulate the demand for the means of livelihood. 
The excessive demands in these two areas combined will bring about a situation 
in which the total demand in society is greater than the total supply, in the 
end destroying the national economic balance. 


Second, it impedes the normal progress of reform. An overexpanded scale of 
capital construction will overstrain the relat‘ons of various types of 
economies. In .hese circumstances, it is ve:y hard to pursue the reform in 
order to bring economic relations into better balance; it is also difficult to 
achieve the construction of key projects and the tentative plan of readjusting 
the industrial structure and the product mix; the supply of goods and 
materials will always be in a state of critical shortage; the mechanism of 
market competition cannot be established and efforts to improve product 
quality and raise economic results will run into obstacles. 


Third, it destroys the information balance and leads to rising prices. An 
overexpanded scale of investment in capital construction will result in 
excessive credit expenditures which in turn widen the gap between income and 
expenditures of bank credit. Consequently, we must issue a great deal of 
curyency that will eventually drive up inflation. Meanwhile, as the demand 
is greater than supply in society, commodity prices are bound to rise. 


Fourth, it affects the normal progress of capital construction itself. With 
everyone now busy engaging in capital construction, evervone ends up under- 
mining each other's effort thus making it impossible for anyone to build 

or complete things well. Compared with the same period last year, the rate 
of fixed assets delivered for use throughout the country during the first 
half of this year dropped, along with the rate of floor space completed in 
housing construction. Particularly serious was the fact that precious funds 
and materials were not put to best use, thus affecting the construction of 
the key state projects and undermining the unified planning and strategic 
arrangement of the central authorities to the point of actually retarding the 
speed of overall economic development although superficially it would sera 
that construction was progressing at high speed. 


This shows that whether or not the scale of investment in capital construction 
is adequate and in keeping with the national strength holds the key to smooth 
economic development. In this respect, we had learned our historical lessons 
in 1958, 1970 and 1978 respectively. The excessively large scale of invest- 
ment in capital construction on those three occasions brought about national 
economic imbalance. Affected by ups and downs in a big way, we had to carry 
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out large-scale economic readjustment and use al] means to compress the scale 
of capital construction, which resulted in serious losses to the state. 


In controlling the scale of investment in capital construction, we should pay 
special attention to controlling nonbudgetary state investment and investment 
in local capital construction projects. Comparing the first half of this 

year with the same period last year, while budgetary investment incr«ased only 
5.8 nercent, nonbudgetary investment went up 109 percent; while investment in 
central-level projects was up 20.9 percent, investment in local projects 

rose 87.9 percent. The general scale of investment in capital construction 
had not been controlled effectively because nonbudgetary investment and 
investment in local projects grew too fast. 


Controlling ‘she scale of investment in capital construction naturally involves 
the interests of various areas and departments. In dealing with this issue, 
we must put the general interest first. This principle is very clear: 

things to the advantage of the part may not necessarily be beneficial to the 
whole; things beneficial to the part may even be harmful to the whole. 

Whether or not the nonbudgetary investment and investment in local projects is 
effectively controlled has a bearing on the future of our entire reform and 
also on the great cause of the four modernizations, Comrades of various 
localities and departments must get a clear understanding of the responsibility 
on their shoulders. Although we have already seized the excellent situation, 
two possibilities still remain as to whether or not we can keep up, the result 
of our efforts remains to he seen, 


Having the scale of investment in capital construction under control does not 
mean that the economy can no longer be developed. There are bright prospects 
for us to raise economic results, improve product quality and achieve and 
produce more by investing less money. The proposal for the Seventh 5-Year 
Plan has clearly suggested that raising product quality and economic results 
to a new level is a fundamental way of eccelerating the progress of moderniza- 
tion in our country and that we must shift the emphasis of development to 

the technological transformation, renovation and expansion of existing enter- 
prises, and have them expand reproduction chiefly by intensive means, This 
has clearly pointed out the direction of our work, 


12662/9435 
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LONG WORK HOURS OF ZHEJIANG CHILD LABORERS DESCRIBED 
Hong Kong MING PAO in Chinese 8 Oct 85 p 6 


[Shanghai special dispatch: "Zhejiang Competes to Hire Child Laborers Who 
Work Up To 11 Hours Daily--Endangering Young Children While Developing Rural 
and Small Town Enterprises"] 


[Text] While the production of small commodities in some rural towns in 
Zhejiang is developing very rapidly, more new houses are being built there 
and business there is brisk, some cottage factories are competing to hire 
child laborers for the sake of making more money in disregard of the physical 
and mental health of the young children. This situation is most serious in 
Jinxiang Township in Cangnan County. 


Departments concerned in Wenzhou City and Cangnan County conducted an investi- 
gation on the child laborer issue in Jinxiang, ‘ownship in the early part of 
August this year. They investigated 284 cottage factories which employed 

483 child laborers ranging from 10 to 16 years of age, among them, 4 10-year 
olds, 22 ll-yéar olds, 33 l2-year-olds, 68 13-year-olds, 116 14-year olds, 
144 15-year-olds, and 96 16-year olds. 


The characteristics of these child laborers are that there are more girl child 
laborers, 405 in all, or more than 83 percent of the total number. Boy child 
laborers account for just over 16 percent. More children come from outside 
the township, 454 in total, accounting for 94 percent of the total number 

of child iaborers. Only 29 child laborers are from the local township and 
only 2 take part in labor in their own households. Their literacy level is 
low, 30 percent of the child laborers are illiterates, only 20 percent at- 
tended first and second grades in primary school and fewer than 4 percent 
finished junior middle school. 


The child laborers work from 8 to 1l hours daily. Extra shifts and hours 
have to be added at night when the factories are doing more business. After 
the piece-rate wage system was put into effect in most places, the daily 
earnings range between 1.2 yuan and 2 to 3 yuan, and go up to as high as 7 
to 8 yuan. 


The cottage industries in Jinxiang Township handle principally five jobs, 
printing trade marks, trade marks on polyester fibers, plastic products, 
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various types of chips and aluminium products. The child laborers are en- 
gaged in more than 20 different types of work in production, including lac- 
quer paint touchup, gluing, platemaking and plastic platemaking which uses 
xylene, cycloketone and banana oil as the major solvents. These chemical 
raw materials are toxic, endangering the physical and mental health of the 
child laborers. The high-frequency machines commonly used by the cottage 
factories are also subjecting the working child laborers to the danger of 
radiation. The working conditions for the child laborers are often poor, 
with several types of work in production crowding up together, and there is 
no special ventilation and lighting equipment in the factories and the em- 
ployers do not issue any protective gear for work. 


It is leas 2d that the child labor problem is not confined to Jinxiang Town- 
ship, it also exists in Qianku, Yishan, Bacao, Lupu and other places in 
Cangnan County in varying degrees. 


12662/12955 
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SUZHOU, JIANGSU, SUFFERS LABOR SHORTAGE 

0W060922 Beijing XINHUA in English 0731 GMT 6 Dec 85 

[Text] Nanjing, December 6 (XINHUA)--Rapid industrial growth has led to a 
shortage of labor power in Suzhou, Jiangsu Province, a city official said here 
today. 

Workers are being brought in from northern Jiangsu and nearby provinces to 
work in mining, transport, urban construction and building materials industry, 
said Zheng Zhigiang, deputy director of the city labor and personnel bureau. 


Local factories had planned to take in 15,000 workers this year, he said, 
but there were only 3,000 job seekers. 


Zheng said as early as 1981, all middle school graduates in Suzhou had found 
jobs thanks to the expansion of textiles, electronics and light industries. 


Jiangsu is the most densely-populated province in China, with an average of 
602 inhabitants per square kilometer last year--5.6 times the national average. 


The figure for Suzhou and the five counties under its jurisdiction is 626. 


And yet the province's urban employment rate this year has reached 99 percent, 
according to Zheng. 


More than a million peasants--or 40 percent of Suzhou's rural labor force-- 
are working at factories in their townships or villages. 


In the city and towns, 130,000 peasants are engaged in transport, commercial 
businesses and service trades, Zheng said. 


Industrially and agriculturally, Suzhou is better developed than any other 
part of Jiangsu, Zheng said. 


/6662 
cso: 4020/139 
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BEIJING REGULATIONS ON EMPLOYING HANDICAPPED 
0W061251 Beijing XINHUA in English 1141 GMT 6 Dec 85 


([Text] Beijing, December 6 (XINHUA)--All government organizations and enter- 
prises in Beijing are now urged to help find employment for the handicapped. 


The municipal government of Beijing has issued “Regulations on the Employ- 
ment of the Handicapped" recently, which also call for paying the handi- 
capped the same wages for the same work done as those who are normal. 


There are 140,000 hancicapped people in the city center of Beijing. 


Social welfare homes are uged to take in more handicapped people who are 
not able to work and have neither family nor income. 


Handicapped students who are mentally normal must be enrolled by schools, 
according to the regulations. 


Schools for the blind and deafmute are urged to give vocational courses, the 
spokesman said. 


Enterprises with handicapped persons accounting for over half of their staff 
are eligible for tax exemption or reductions. 


Ramps will replace steps leading to public facilities in busy areas and seat 
toilets will be installed in public facilities for the benefit of the handi- 


capped. 


The regulations have already been passed on to government organizations and 
enterprises in the city, according to city officials. 


/6662 
CSO: 40270/139 


106 








JPRS-CEA-86-003 
7 January 1986 


LABOR AND WAGES 


YUNNAN PROVINCIAL TRADE UNION CONGRESS CONCLUDES 
HK171438 Kunming Yunnan Provincial Service in Mandarin 1100 GMT 16 Dec 85 


[Excerpt] With the joint efforts of the participating comrades, the Sixth 
Provincial Trade Union Congress, which lasted for three days, fulfilled all 
scheduled tasks and concluded this afternoon at the hall of People's Victory 
in Kunming. 


The congress called on the province's working class and unionists to be 
united, to struggle hard, to vigorously carry out reforms, and to move forward 
under the leadership of the party. The congress also urged them to give full 
play to the role of being the wzin force in the building of the two socialist 
civilizations, and to make contributions for the accomplishment of the Seventh 
5-Year Plan and helping the people get rich. 


Responsible comrades of the Provincial CPC Committee, the Provincial Advisory 
Committee, the Provincial Discipline Inspection Committee, the Provincial 
People's Congress, the Provincial People's Government, the Provincial CPPCC, 
and the Provincial Military District, such as Pu Chaozhu, Zhu Zhihui, Li 
Shuji, (Zhao Shumin), (Su Changjiao), Li Jingwang, (Luo Yuntong), Li Guiying, 
Chen Liying, Xiang Chaozong and (Li Jie), attended the closing session. Also 
present were responsible comrades of the Provincial CYL Committee, the 
Provincial Women's Federation, the Provincial Scientific and Technological 
Committee, the Provincial Federation of Literature and Art Circles, the 
Provincial Federation of Overseas Chinese and the Provincial and City 
Departments concerned, as well as Comrade Wang Jiesan. 


The closing session was presided over by Comrade Yang Xu. Comrade (Yi Lide) ~ 
delivered a summary speech. 


He said: This has been a successful congress advancing toward the lofty goals 
of the Seventh 5-Year Plan. Following this congress under the leadership of 
party committees at various levels, we must unite and lead all workers in the 
province to publicize in a comprehensive and in-depth way the spirit of the 
congress by integrating the work with the local conditions. We should 
implement innovatively the tasks put forward by the congress. We must grasp 
the propaganda a:tivities in a lively and down-to-earth manner, so that the 
workers will respond to the call by their conscious actions. 
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In the course of meeting, the participating comrades listened to important 
remarks of the leading comrades of the Provincial CPC Committee, which were 
made on behalf of the Provincial CPC Committee and the government. The 
participants were greatly encouraged. They got a deep understanding of the 
situation and a clear idea about the direction of struggle. They seriously 
discussed the work report made by Comrade Yang Xu on behalf of the Fifth 
Committee of the Provincial Federation of Trade Unions. Moreover, they 
adopted relevant resolutions. 
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LABOR AND WAGES 


ACTFU LEADERSHIP URGES ASSISTANCE TO SURVEY 
0WO31417 Beijing XINHUA Domestic Service in Chinese 0837 GMT 3 Dec 85 


[Text] Beijing, 3 December (XINHUA)--Trade union organizations at all levels, 
especially those in industrial enterprises and survey departments of 
enterprises, must closely cooperate with one another and work together to 
strengthen leadership over the propaganda work of the industrial survey. This 
demand is contained in the “Circular on Doing the Propaganda Work of the 
Second National Industrial Survey Well” issued recently by the All-China 
Federation of Trade Unions [ACTFU] and the State Council's Leading Group for 
Industrial Survey. 


The circular says that the State Copuncil has decided to begir the second 
national industrial survey in the first quarter of 1986. This will be the 
largest survey of national conditions and resources since the PRC's founding. 
This is very important for laying the foundation for building with Chinese 
characteristics. Successfully carrying out the survey is of great 
significance in determining our industrial resources, pushing forward the 
reform of the economic structure with emphasis on cities, raising industrial 
and economic management levels, improving the quality of enterprises, and 
fulfilling the strategic goals set forth by the 12th Party Congress. 


The circular urged grass-roots trade unions and survey organs ox all 
industrial enterprises to utilize diverse forms and instruments of propaganda 
to publicize the purpose, significance, content, and requirements of the 
industrial survey, publicize good experiences and examples which emerge in the 
process of the survey, and carry out ideological and political work with the 
ideological tendencies of the leadership and workers of industrial enterprises 
in mind to ensure the smooth progress of the industrial survey. 
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TRANSPORTATION 


PRC BUILDS MORE SHIPS, DRILLING RIGS FOR EXPORT 
0W060735 Beijing XINHUA in English 0639 GMT 6 Dec 85 


[Text] Shanghai, December 6 (XINHUA)--The China State Shipbuilding 
Corporation has contracted to build a total of 1.2 million dwt of ships for 
foreign customers, as well as three drilling platforms, over the past five 
years, said a corporation official here Wednesday. 


Most of them have been completed and the corporation has also exported dozens 
of types of maritime equipment, the official noted. 


Speaking at the 1985 International Maritime Technical Forum, Deputy General 
Manager Wang Rongsheng said that orders for Chinese-made ships have come from 
the United States, Italy, Federal Germany, Norway, Romania, Poland, 
Czechoslovakia, Singapore, Bangladesh as well as Hong Kong. 


Customers will have free choice in selecting class, design and equipment of 
ships they order to be built in China, he said. 


According to Wang, China will import equipment which it cannot produce, to 
meet the needs of ship owners. 


International ways of payment will be employed, including deferred payment, 
providing loans on favorable terms and mortgages, Wang said. 


Speaking to more than 1,000 participants from 22 countries and regions, Wang 
said that foreign economic cooperation and building more ships for export will 
promote interchanges between shipbuilding industries at home and abroad, and 
help China's shipbuilding industry reach international standards. 


Referring to technical import and foreign cooperation, Wang said his corpora- 
tion has concluded more than 200 contracts on license trade, technical coop- 

peration, co-production and importing key technology and equipment--involving 
more than 50 million U.S. dollars. 


In addition, the corporation has also established a number of joint ventures 
with foreign firms. 
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China built a total of 1.44 million dwt of ships for foreign and domestic use 
in 1984, Wang said. In the same year, the corporation alone produced 291 
vessels totalling 690,000 tons. 


China now has over 500 shipyards of all sizes and 160 fitting plants. 
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TRANSPORTATION 


SHANGHAI LAUNCHES TRAFFIC SAFETY DRIVE 
HK100853 Beijing CHINA DAILY in English 10 Dec 85 p 3 
[Article by staff reporter Su Zhen] 


[Text] Shanghai--More than 100,000 people and army personnel have taken to 
the streets of Shanghai since Thursday week long Traffic Safety Drive launched 
in China's largest industrial city. 


On display at all main crossroads and along every busy street are slogans and 
posters urging people to "obey traffic rules and reduce accidents," or “watch 
traffic safety for your family's happiness." 


Dangling from hot-air balloons nearly 100 metres overhead are huge characters 
in Chinese bearing similar messages. 


Meanwhile, hundreds of traffic / 7? / posts and shuttling publicity cars are 
distributing thousands of pamphlets on traffic regulations to pedestrians on 
the streets. 


Along the famous Nanjing Road--Shanghai's most hectic shopping centre--some 
200 retired workers are patrolling the area, each with a triangular red flag 
in hand and shouting vigorously at traffic offenders. 


Since the winter set in, traffic problems have become even more serious in 
Shanghai as road congestions, accidents and over-crowded buses kept growing in 
number and volume, causing widespread concern among the genera’ public. 


In a televised speech last Wednesday, Shanghai Mayor Jiang Zemin admitted the 
city's traffic system and road development were “lagging far behind growing 
demands." 


"To improve the chaotic situation and solve the traffic problem have now 
become a matter of top-priority for Shanghai within the next few years," he 
declared. 


"However," the mayor said, “attention must first be paid to the proper 
management of the city's current traffic system. And i tensive education on 
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traffic safety in the city is necessary to make everyone guard against 
possible traffic accidents." 


According to the latest statistics, traffic accidents reached an unprecedented 
high in Shanghai last month, when the total death toll reached a record 71. 


In the past five months, the average number of traffic fatalities was 60, 
while the total number of traffic accidents during the first 10 months of 1985 
reached 5,811 with a death toll of 549. 


/9599 
CsO: 4020/129 


113 











JPRS=-CEA=86-003 
7 January 1986 


TRANSPORTATION 


TRANSPORT PLANE COMPLETES MAIDEN FLIGHT 
0W031324 Beijing XINHUA in English 1252 GMT 3 Dec 85 


{Text} Beijing, December 3 (XINHUA)--A Chinese Y-8 transport plane, specially 
modified to enable it to carry a helicopter, made its maiden flight here 
today. 


The modified carrier, lighter than the original model, can carry up to 21.35 
tons. This can include a United States-made S70-C helicopter. The carrier 
will be used to transport helicopter and other goods to the Qinghai-Tibet 
plateau. Ite flight range, carrying the S70-C, is 4,000 kilometers. 


The modification work has been carried out by the Shaanxi Aircraft 
Corporation, which also fitted low-pressure tires to enable the plane to land 
on rough runways. Aviation Vice-Minister Wang Ang and Wu Shaozu, political 
commissar of the Commission of Science, Technology and Industry for National 
Defence, both praised the modification work. Wang said the aviation industry 
should examine all Chinese planes to see if they could be modified for other 
uses. Wu said great potential existed for the country's developing national 
defense industry to help the country's economic construction. The modifica- 
tion of more aircraft would not only meet urgent needs for certain types 

of plane, but also help improve the technical standards of the aviation 
industry and enliven the military industry, he said. 
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TRANS PORTATION 


BRIEFS 


SEA POSTAL ROUTE--Tianjin, 8 Dec (XINHUA)--China has opened a sea postal route 
between Tianjin, a major industrial city in north China, and Guangzhou, 
capital of Guangdong Province in south China. Running three or four times a 
month, the new route is the first of its kind in China, designed to ease the 
strains on rail routes, especially on the Beijing-Guangzhou Railway, according 
to local officials. This is part of China's efforts to increase the postal 
transportation capacity for the next 5 years, during which China will add 150 
railway mail coaches, 5,000 motor vehicles and 10 ships, and further promote 
the use of the postocode system and automatic or semi-automatic sorting 
machines. [Text] [Beijing XINHUA in English 1310 GMT 8 Dec 85 OW] 
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HONG KONG 


LIAOWANG ON PRC, HONG KONG ECONOMIC RELATIONS 


HKO51410 Hong Kong LIAOWANG OVERSEAS EDITION in Chinese No. 1, 16 Sep 85 pp 
22-23 


[Article by Xu Dixin [6079 2321 2450]: "On Hong Kong's Economic Relations 
With the Chinese Mainland”] 


[Text] Since the Sino-British Joint Declaration on the Question of Hong Kong 
was officially signed, Hong Kong has entered a stage of long-term stability 
and development. In the 12 years before 1997, the capitalist economy of Hong 
Kong will continue to develop under this stable situation, and for 50 years 
after its sovereignty is returned to the motherland in 1997, under the 
condition of “one country, two systems,” Hong Kong will surely develop its 
capitalist economy. Therefore, the prospects for Hong Kong's economy are 
extremely clear and beyond any doubt. 


What I wish to examine are the future economic relations between Hong Kong and 
the special economic zones and open cities in the interior. Recently, friends 
in Hong Kong's economic circles have been showing much concern over this 
issue. As this concern merits attention, I would like to express my personal 
_opinions, which aire open to debate. 


I 


China's socialist modernization construction, in particular the success of the 
economic structural reform, will exert influence upon Hong Kong's economy. 
What is the nature of this influence? Will it be negative or positive? Some 
friends hold that if China's modernization construction becomes more 
developed, its economic structural reform becomes more successful, and it 
opens more to the outside world, then its economic relations with Hong Kong 
will be increasingly weakened. In my opinion, this veiwpoint merits 
consideration. 


The economic relations between Hong Kong and the Chinese mainland are 
extremely close. A considerable amount of daily necessities and production 
materials in Hong Kong is supplied by the interior, and the domestic market 
has become one of the important targets for Hong Kong's exports. With an 
outward-oriented economic structure, Hong Kong's export trade targets not only 
West Europe and the United States, but also the domestic market. The open 
cities in China, especially Shanghai, which has further opened up to the 


116 














outside world, will allow for expansion of the export of Hong Kong's 
commodities. Hong Kong's exportation to the Chinese mainland was worth only 
HK$30 million in 1970, but increased to HK$3.8 billion in 1983. In 1984, its 
exportation to China ranked second only after its exportation to the United 
States. The expansion of the domestic market in China was one of the main 
reasons why during the first three years of the 1980's, Hong Kong's annual 
economic growth rate reached 14 percent while the world economy was generally 
depressed. 


The development of the socialist modernization construction in China and the 
adoption of the policy of opening up to the outside world will enhance the 
economic contacts between every open city and special economic zone and 
foreign countries, thereby strengthening Hong Kong's role as a bridge. What 
does this mean? Doesn't it also mean the development of Hong Kong's economy? 
Since the policy of opening up to the outside world was adopted in China, many 
foreign factories, firms, banks, and consortiums have been surging into Hong 
Kong. Some have even moved their Sotheast Asia headquarters to Hong Kong, 
simply because they regard Hong Kong as a base for them to exploit the 
domestic market. Under these circumstances, this action has not only 
strengthened the status of Hong Kong as an international financial center but 
has also promoted the development of Hong Kong's manufacturing industry. It 
has promoted not only the foreign investment in Hong Kong, but also Hong 
Kong's investment on the Chinese mainland. It has proved that the further 
opening up of cities in China, including Shanghai, will further promote 
prosperity in Hong Kong. 


Shanghai and the other open cities in China maintain a socialist system, while 
Hong Kong follows the capitalist system. At present, the capitalist market 
mechanism is applied on the world market, which is in conformity with Hong 
Kong's economy. In this sense, Shanghai cannot replace Hong Kong. In the 
foreseeable future, Shanghai will still lack the conditions to replace Hong 
Kong's position as an international financial center. Even in the future when 
Shanghai becomes an international financial center, it will only be able to 
coexist with Hong Kong. They will not replace each other. Hong Kong's status 
as a transit port cannot be replaced by Shanghai either. China's trade with 
countries with which it does not have diplomatic relations, or even with 
Taiwan, is conducted through Hong Kong. In the 1930's and 1940's when Hong 
Kong was only a transit port, Shanghai had already become an industrial 
center. After World War II, due to an enormous flow of capital and 
technological equipment into Hong Kong, Hong Kong rapidly changed from a pure 
transit port into an international financial center and manufacturing center. 
Shanghai's economy will surely be vitalized, but even so, it will not reduce 
Hong Kong to the status of a pure transit port. I agree with the opinion of 
several other economists that the rise of Houston in the United States did not 
mean the decline of Detroit, and Singapore and Hong Kong are not offsetting 
each other. Why shouldn't Shanghai and Hong Kong prosper together? 


Il 


In many respects, the open cities and special economic zones in the interior 
can make use of and draw on the experience of Hong Kong. 
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1. Hong Kong's industry escalated in the 1970's. Its exportation of nearly 
10 products (such as clocks and watches, videogame machines, garments, and so 
on) rank first in the world. Its construction industry (for instance, the 
construction of the mass transit railway) and electronics industry have also 
attracted people's attention. In addition to Hong Kong's more advanced 
technology, which is certainly useful to the interior, China can also draw on 
the experience of Hong Kong in introducing foreign technology and achieving 
better economic effectiveness in light of local conditions. The economic 
relations between Hong Kong and the West can become one of the channels for 
the interior to introduce advanced technology. 


Hong Kong also has weak points, and its biggest weak point is a lack of 
resources. Of course, resources can be imported from Southeast Asia, but they 
are not as cheap as those from the interior. If Hong Kong cooperates with the 
industrial system in the interior, it can make fuller use of the resources in 
the interior, break free from the limitations of Hong Kong's industrial 
development, and enhance the competitiveness of Hong Kong products on the 
international market. 


2. In order to develop its foreign trade, it is necessary for China to 
further develop trade with Hong Kong. Hong Kong is the interior's first 
export market. The interior's importation from Hong Kong is only less than 
its importation from Japan and the United States. The interior can also make 
use of Hong Kong's excellent harbor and transportation facilities to 
accelerate its trade with other parts of the world. As one of three excellent 
natural harbors, in addition to its geographical location, the intersection of 
international trade and cargo transport in the Far East region, Hong Kong also 
possesses excellent harbor facilities, highly efficient loading and unloading 
capabilities, and an enormous handling capacity. These have all become 
important conditions for Hong Kong's handling of transit trade with the 
interior. Even a few years from now when modernized container wharves are 
completed in Shanghai, Tianjin, Huangpu, and other places, Hong Kong will not 
lose its status as a transit station for China's foreign trade, because 
China's foreign trade will also grow along with the development of industry 
and agriculture. 


Hong Kong's trade with the interior will not be weakened as a result of the 
development of the special economic zones and open cities. Hong Kong will 
continue to acquire the daily necessities and some industrial raw materials 
and fuel from the interior, while some new products from Hong Kong will find 
their markets in the interior. 


3. Hong Kong is a market with a concentration of capital in the Asian-Pacific 
region as well as a free port providing more freedom for the flow of foreign 
exchange. It is extremely convenient for China to make use of the financial 
market in Hong Kong to raise foreign capital. I agree with the opinions of 
some friends in economic circles in Hong Kong that Hong Kong can help some 
large construction projects in the interiors gather capital, arrange bank 
loans, and support Hong Kong businessmen to invest in the interior. Hong Kong 
banks can provide fianacial consultancy services for enterprises in the 
interior and Chinese and foreign businessmen, and issue commercial bills and 
bonds in Hong Kong for jointly-owned enterprises to raise funds. In adidtion, 
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financial organizations in Hong Kong can also cooperate with the departments 
concerned in the interior to set up various jointly-owned financial 
organizations and rental companies to rent equipment to the interior and other 
services. Of course, these suggestions should be further studied ir light of 
specific circumstances. 


4. The exchange of information and cooperation is another aspect. Due to the 
capitalist system in Hong Kong, enterprises there have to fare amid 
competition. If people do not want to be in a passive and blind position, 
they can only rely on good information. As noted above, Hong Kong does not 
have any natural resources itself; however, it possesses more than 100,000 
capable commercial professionals. They can tell traps and opportunities from 
a vast amount of information. In other words, they can choose useful things 
from a large amount of miscellaneous information. In order to succeed on the 
world market, we must cultivate a large number of such people and should pay 
attention to these professionals in Hong Kong. Friends in Hong Kong's - 
economic circles have proposed the following suggestions concerning 
information processing and personnel exchange: 1) To make use of the 
professionals and publishing undertakings in Hong Kong to translate and edit 
large amounts of information regarding international markets and pass them on 
to the interior on a regular basis; 2) to organize the exchange of personnel 
processing information between the interior and Hong Kong; 3) through 
cooperation with varous professionals in Hong Kong and the setting up of 
consultancy firms, to make up the deficiency in professionals in international 
accounting, law, and commerce. I think these suggestions merit attention. 


The above four points do not include the point that Hong Kong's economy could 
be made use of. However, just in terms of these aspects, China's policy of 
opening up to the outside world and the sustained development of its national 
economy will not but increase its use of Hong Kong will certainly be relations 
of mutual promotion and common prosperity. 


III 


In the development of the open cities and special economic zones, will the 
interior compete with the industry, commerce, transport service, and finance 
in Hong Kong? Some friends in Hong Kong are worried that the economic 
development of the motherland will constitute competition with Hong Kong. I 
think that competition will exist, but will not affect the relations of mutual 
promotion and common prosperity between the interior and Hong Kong. 


Hong Kong is now practicing the capitalist system (and will continue to 
practice it until half a century after its sovereignty is regained). Since 
capitalism entered the monopoly stage, competition has not died out. Has 
there been a single day when competition did not exist during the operational 
process of Hong Kong's capitalist economy? Competition means that the big 
fish eats the small, large capital swallows the small, and enterprises with 
advanced technology and management beat enterprises with backward technology 
and management. It is necessary to view competition from two angles: In 
terms of the big fish eating the small, it is infuriating; however, in terms 
of advancement beating backwardness, it is not a bad thing, as backwardness is 
an obstacle to advancement. Only by using advancement to replace backwardness 
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can we make the social economy forge ahead. Hong Kong's economic takeoff in 
the 1970's was a result of replacing backward technology and management with 
advanced technology and management. The development of Hong Kong on the 
international market was a result of Hong Kong's entrepreneurs using their 
heads to carry out competition. 


Regarding the relations between Hong Kong and the open cities in the interior, 
I think that mutual promotion should also include competition and contests. 
The common prosperity of the open cities in the interior and Hong Kong should 
be realized through mutual promotion, or by constantly improving technology, 
manag ment, and product quality and reducing consumption. As far as the 
domestic situation is concerned, there is also competition between enterprises 
and cities in the interior. After the system of “everybody eating from the 
same big pot” is abolished, if the industrial enterprises in every city do not 
improve their technology, business management, and product quality and reduce 
consumption, they will be unable to hold their ground or will even be 
eliminated through competition, as the state has neither the financial 
capacity nor any reason to protect backward enterprises. The competition 
between state-run socialist enterprises will promote the operations and the 
progress of enterprises. 


I believe that through mutual promotion and support, Hong Kong and the open 
cities and special economic zones in the interior will surely see a situation 
of common prosperity. The decade before 1997 will be such, as will the 50 
years after 1997. 
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TAIWAN 


OFFICIALS HAIL REAGAN VETO OF TEXTILE BILL 
0W190309 Taipei CNA in English 0232 GMT 19 Dec 85 


[Text] Taipei, 18 December (CNA)--High Ranking officials with the Economics 
Ministry expressed their welcome Wednesday of U.S. President Ronald Reagan's 
action to veto the protectionist congressional bill to limit U.S. imports of 
textiles, shoes and other products. The U.S. President vetoed the bill 
Wednesday. 


Economics Minister Li Ta-hai said that the U.S. Congress is not expected to 
override the presidential veto as the number of American lawmakers supporting 
the bill did not surpass the two thirds majority requirement. 


However, Li warned that not only the Congress will continue to push ahead with 
protectionist sentiment, but also the U.S. Administration is expected to 
initiate other forms of protectionist measures to protect its domestic 
manufacturers. 


For example, Li said that the U.S. authorities are very likely to apply the 
generalized system of preference to widen limitation on foreign exports. 


To minimize the possible influence brought by future U.S. protectionist 
programs on this nation's exports, the private sector should make more efforts 
to facilitate the diversification of foreign markets and produce more high 
value-added goods, Li urged. 


Meanwhile, Chang Min-chih, president of the ROC [Republic of China] textiles 
export promotion association, said that Reagan's veto of the bill does not 
necessarily mean that protectionism has been stopped in the states. 


On the contrary, Chang said, the U.S. Congress is trying to yeild another 
protectionist package to restrici imports of some 300 categories of goods. 
The package, Chang added, including raising import tariffs and widening the 
quota system, would cause more damage to this nation then the one abandoned. 


He said domestic textile makers should change their incorrect practice of just 
waiting for big business. Instead, they should actively exploit more foreign 
markets, winning more orders even if some of them are for small amounts. 

This, he said, will help the nation's textile industry survive the coming 
difficult period. 
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TAIWAN 


TAIWAN APPROVES MORE FOREIGN INVESTMENT 
0W140345 Taipei CHA in English 0243 GMT 14 Dec 85 


[Text] Taipei, 13 December (CNA)--The Investment Commission under the 
Ministry of Economic Affairs Thursday approved an application by General 
Instrument of Taiwan Ltd. to increase its investment in the Republic of China 
by U.S. dollar 11.8 million. 


The commission, during a meeting Thursday, also discussed and approved 
applications by other foreign companies for technical cooperation with or 
investment in the nation. 


An official with the commission said that the increase in the number of 
foreign investment applications indicates that foreign and overseas Chinese 
investors have full confidence in the nation's investment environment. 


Another application approved by the commission Thursday is a U.S. dollar 
750,000 project submitted by the Philips Electronics Industries (Taiwan) Ltd. 
for the production of color negative-ray tubes here, he said. 


A large pharmaceutical company in the United States has decided to invest U.S. 
dollar 3 million to set up a branch here for the production of varous 
medicines, and a renowned West German optical company applied to the 
commission to invest U.S. dollar 2.55 million here to produce contact lenses. 
Their applications, the official said, have been approved. 


In the meantime, the commission also granted approval to a technical 
cooperation project between the Mitsubishi Electrical Machinery Co. in Japan 
and Shihlin Machinery Manufacturing for the production of program controllers 
here, he said. 
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TAIWAN 


U.S. OFFICIALS ARRIVE FOR CUSTOMS-TRADE TALKS 
0W040421 Taipei CNA in English 0335 GMT 4 Dec 85 


[Text] Taipei, 3 December (CNA)--Three United States representatives arrived 
here Tuesday to discuss with the ROC [Republic of China] Ministries of 
Economic Affairs and Finance and other related government agencies the results 
of the general review of the U.S. Generalized System of Preferences and the 
implementation here of the ROC-USA trade consultative talks held in 
Washington, D.C., in October. 


The advisers to the American Institute in Taiwan called at the Taiwan Tobacco 
and Wine Monopoly Bureau and the Ministry of Finance Tuesday afternoon 
immediately after their arrival, discussing matters on the opening of the ROC 
market to American cigarettes. and alcoholic drinks. 


They were originally scheduled to hold talks with Vincent Siew, director 
general of the Board of Foreign Trade [BOFT], at a PM Tuesday. But the 
meeting was called off. at the last minute because the Americans did not want 
local reporters to cover the meeting, a BOFT spokesman said. 


The visitors will call at the council of agriculture, the Government 
Information Office and the MOEA [Ministry of Economic Affairs] Wednesday, 
discussing with Chinese officials on the implementation of agreements reached 
in the recent ROC-USA trade consultative talks, the spokesman said. 


On Thursday, the two sides are scheduled to hold talks on matters relative to 
the results of the general review of GSP treatment at the headquarters of the 
Coordination Council for North American Affairs in downtown Taipei. 
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TAIWAN 


ECONOMICS MINISTRY FORMULATES FOREIGN TRADE PLAN 
OW160501 Taipei CNA in English 0249 GMT 16 Dec 85 


[Text] Taipei, 13 December (CNA)--The Ministry of Economic Affairs [MOEA] has 
targeted the nation's foreign trade next year at US$54.3 billion, up 7.1 
percent from the estimated total of US$50.7 billion this year. 


Of the trade value next year, exports will provide US$32.4 billion, a 5.9 
percent increase from those of about US$30.7 billion this year, imports will 
contribute US$21.9 billion, a growth of 8.7 percent from those of US$20.1 
billion this year. 


Trade surplus next year is expected to be US$10.5 billion, the same as this 
year, the MOEA said in a report submitted to the Executive Yuan earlier this 
week. 


Next year, the world economy will likely grow about 3 percent and trade value 
will pick up between 4 and 5.5 percent the ministry forecast. As a result, 
the Republic of China's foreign trade will increase moderately, it said. 


It urged, however, the government and traders to step up cooperation to break 
through trade barriers in the wake of rising international protectionism and 
keen competition with industrial and developing countries. 


The government should also liberalize national trade soon to modify the 
domestic industrial structure, it said. Industries should upgrade their 
products to enhance competitiveness in addition to diversifying international 
markets, the ministry added. 


Exports of electronic products and electric machinery, garments and textiles, 
metal products and machines will expand next year. The imports projected to 
be on the increase next year will be mainly machinery, chemicals and 
electronics and electric machines, the ministry forecast. 


To attain the trade goal, the governmeut will take several steps: continuing 
the lowering of import tariffs; intensifying control on product quality; 
simplifying procedures for exports and imports; and opening the domestic 
market to European and American products, the MOEA said. 
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JPRS-CEA=86-003 
7 January 1986 


TAIWAN 


ECONOMIC COUNCIL REPORTS 4-YEAR DEVELOPMENT PLAN 
0W190415 Taipei CNA in English 0246 GMT 19 Dec 85 


[Text] Taipei, 18 December (CNA)--The Republic of China's economy is expected 
to grow at an average of 6.5 percent in the next four years, according to a 
forecast by the Council for Economic Planning and Development. 


In order to attain this goal, the CEPD from now on will do its best to promote 
economic and trade liberalization, enforce reforms on the taxation system and 
accelerate the pace of basic construction, a CEPD official said Wednesday. 


The official, who preferred anonymity, said that the CEPD, during a council 
meeting Wednesday, passed a mid-term economic development plan for the 
Republic of China from 1986 to 1989, which he described as the most decisive 
period for the nation in its effort to become an advanced nation. The plan 
will soon be sent to the Executive Yuan for approval and implementation, he 
said. 


According to this plan, the nation's gross national product will grow at an 
average of 6.5 percent over the next four years. By 1989, the nation's GNP is 
expected to hit nt dollar 3,080 billion (U.S. dollar 77 billion with the per 
capita income reaching U.S. dollar 4,315. 


During this period, the wholesale prices are expected to grow moderately at an 
annual rate of 2.5 percent. This, the official said, will help maintain the 
stability of the nation's commodity prices. 


The CEPD also set the annual growth rates for different sectors, including a 
1.3 percent growth for the agricultural sector, 6.1 percent for the industrial 
sector, and 7.5 percent for the service industry. By 1989, industrial 
production will occupy 47 percent of the total GNP value. Proportions for the 
service industry and agriculture will be 46 percent and 4.9 percent 
respectively, he said. 


The population growth will maintain at an annual rate of 1.4 percent, but the 
growth in the labor force will decline to 1.9 percent. The unemployment rate 
is expected to decline from 2.9 percent in 1985 to 2.5 percent in 1989, the 
official said. 
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In the next four years, the government will make more efforts to revitalize 
the private sector's investment willingness by increasing its investment in 
public projects and the fixed assets of state-run enterprises. The total 
investment in this regard is expected to reach nt dollar 1.13 trillion, he 
said. 
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TAIWAN 


ECONOMIC GROWTH FOR NEXT FOUR YEARS SET AT 6.5 PERCENT 
0W111145 Taipei CNA in English 1024 GMT 11 Dec 85 


[Text] Taipei, 11 December (CNA)--The Council for Economic Planning and 
Development (CEPD) has projected the nation's average annual economic growth 
for the next four years at 6.5 percent. The CEPD also mapped out the economic 
growth projection for 1986 at 5.5 percent, and the wholesale prices growth at 
less than 2.5 percent. It estimates that the trade surplus of the Republic of 
China this year will reach U.S. dollar 10 billion. 


Officials of the CEPD said Tuesday that they have drafted “the Republic of 
China's ninth medium-range economic construction project in Taiwan,” and “the 
1986 Taiwan economic construction project.” The two projects will be carried 
out after approval by the government. 


According to the drafts of the medium range project, the nation's economy will 
gtadually recover and become stable during 1986 and 1989, with average annual 
growth ranging between 5.3 percent and 7.5 percent. However, the CEPD decided 
to set the growth projection at 6.5 percent to ensure stability. 


The CEPD outlined the wholesale prices growth for the same period below 2.5 
percent, although the hike is expected to hit between 1.9 percent and 2.7 
percent annually. 


The economic growth for next year is predicted to reach between 4.2 percent 
and 6.6 percent. 
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TAIWAN 


CHU FU-SUNG REITERATES STAND ON ADB MEMEBERSHIP 
0W181139 Taipei CNA in English 1023 GMT 18 Dec 85 


[Text] Taipei, 18 December (CNA)--Foriegn Minister Chu Fu-sung reiterated 
Wednesday that the Government of the Republic of China will not accept any 
arrangement which affects the ROC's name, status, and interests in the Asian 
Development Bank. 


Reporting to the Foreign Affairs Committee of the Legislative Yuan, Chu said 
that any application of a new member to the ADB should not affect the status 
and interests of an incombent member. Referring to Red China's application to 
the bank, Chu expressed the hope that ADB should work out a fair and rational 
solution to this issue. 


Chu said that the Peiping regime has tried to use every means to expel this 
nation from the ADB over the past three years. But it failed because many ADB 
members want to keep ROC in. The ADB [words indistinct] the ROC's 
contributions to the bank. 


Last year, Chu said, Red China has changed its tactics by asking the ADB to 
force the Republic of China to change its name in the ADB. 


Chu stressed that Red China has tried to use the policy of “one country, two 
systems” to create a false image that the Republic of China is a local 
government. 

Chu said that the ADB is a non-political and regional monetary organization. 


Chu also asserted that the government's policy of “no talk, no contact, and no 
compromise” with the Chinese Communists will never change. 
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TAIWAN 


TAIWAN TO LAY OFF 1,400 SHIPBUILDING WORKERS 
HK111222 Hong Kong AFP in English 1126 GMT 11 Dec 85 


[Text] Taipei, 11 December (AFP--Economic Minister Lee Tai-hai said today 
some 1,400 omployees of the China Shipbuilding Corporation (CSBC) must be laid 
off to stop the state enterprise from suffereing more huge deficits. 


Mr. Lee told legislators that the 12 state firms supervised by the Economic 
Ministry had enjoyed an overall surplus of 47.5 billion U.S. dollars in the 
first four months of fiscal year 1986 which began in July. But three of the 
enterprises suffered losses during the period: CSBC, Taiwan Aluminium Corp 
and Taiwan Metal and Mining Corp, he said. 


CSBC alone recorded a deficit of 22.5 million U.S. dollars for the period and 
was losing two million U.S. dollars a month as the slowed world economy had 
caused a slump in the shipbuilding business, he added. 


The state shipbuilding firm this month launched a plan to lay off 1,400 
employees, leaving them with an estimated 22 million U.S. dollars in 
retirement pension and serverance pay in the largest such move by government 
enterprises. 


Mr. Lee said to lay off part of CSBC's [word indistinct] employees was “a 
painful decision but a must” to save the company from being shut down for 
further huge deficits. 


Seventeen legislators urged authorities to replace the lay-off plan with a 
general reduction in salaries to avoid creating more unemployment, but the 
proposal was rejected today. 
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TAIWAN 


IMPORT LIBERALIZATION ACTIVELY PURSUED 
0WO70457 Taipei CNA in English 0253 GMT 7 Dec 85 


[Text] Taipei, 6 December (CNA)--The Government of the Republic of China has 
decided to promote imports by continuing to lower import tariffs in order to 
balance the development of its foreign trade policy. 


The nation's annual foreign trade surplus will break the !’.S. dollar 10 
billion mark this year, an official with the government raid, adding that this 
will lead to large-scale exports, dubbed “bleeding exports” for thir drain on 
the nation's labor and limited natural resources. Therefore, to positively 
promote the program of liberalization of imports has become the top priority 
of the government's trade policies. 


To stop “bleeding exports”, the Council for Economic Planning and Development 
under the Executive Yuan has also decided to take such measures as loosening 
restrictions against import items, lowering import tariffs, and simplifying 
customs procedures. 


The following are main points of the program: 


--To loosen step by step the restrictions on imported products and countries 
and regions from which certain imports are restricted, thus introducing 
foreign competition into the domestic market; 


--To increase imports cf items which do nc need visas procedures and 
gradually lift the system of import visas; 


-—To keep lowering import tariffs in order to lessen the cost burden of 
imported products; and 


-—To simplify customs procedures and avoid redundant inspection practices in 
the customs offices. 
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FINANCE MINISTRY RECOMMENDS FURTHER TARIFF CUTS 
0W110551 Taipei CNA in English 0316 GMT 11 Dec 85 


[Text] Taipei, 10 December (CNA)--The Ministry of Finance Tuesday formally 
recommended that the Executive Yuan lower import tariffs on 938 categories of 
imported products starting in January 1986, with the highest tariff rates 
being reduced from the current 75 percent to 67.5 percent. 


The ministry made the proposal after a consultative meeting with heads of 
related government agencies Tuesday following several rounds of staff-level 
preliminary talks, Lai Inn-jaw, director of the Ministry's Customs 
Administration Department, said. 


He noted that according to the ministry's estimates, the lowering of import 
tariff rates will incur NT [New Taiwan] dollar 2.28 billion (U.S. dollar 57 
million) on tax revenue losses on the government. With the proposed 2.5 
percent tariff rate on imported gold, however, the government is expected to 
collect at least NT dollar 400 million from this single category. Presently, 
imported gold is a duty-free item. 


According to Lai, the proposed downward adjustment of import tariff rates 
include the 194 products categories on which the ROC [Republic of China] 
Government committed itself to make customs concessions in the ROC-USA trade 
consultative talks held in Washington, D.C. last October. 


He said the highest import tariff rates, 75 percent, levied on 317 categories 
of products are recommended to be lowered to 67.5 percent while the same 
tariff rates on several other categories will be lowered to only 50 percent. 


The proposal, after getting approval of the Executive Yuan, has to be passed 
by the Legislative Yuan before being put into force. 


/12913 
CSO: 4020/137 


131 











JPRS-CEA-86-003 
7 January 1986 


TAIWAN 


TEXTILE REAPPORTIONMENT POLICY POSSIBLE 
0W100759 Taipei CHINA POST in English 5 Dec 85 p 12 


[Text] If President Reagan vetoes the bill that has already passed Congress, 
the Ministry of the Economic Affairs (MOEA) will go ahead to implement the 
textile reapportionment policy from 1 January next year, MOEA Vice Minister 
Wang Chien-hsien said yesterday. 


Wang pronounced his determination to carry out the policy to recall the 
textile quotas for reapportionment at a meeting before more than a dozen 
dissenting local textile representatives. 


In answer to local textile manufacturers’ protests that they have been 
attacked from both within and without and that next month is not a good time 
to implement the measure, Wang said that he pledged his support for President 
Reagan's commitment to free and fair trade on the Sino-American trade talks 
held last October in Washington D.C. “and the reapportionment policy is only 
one of our many efforts to prove that spirit,” he stressed. 


He noted that the U.S.'s first protectionist acts in the 1930s, triggered a 
trade war between the U.S. and its 25 trading partners in the world. 
President Reagan will veto the textile bill, not to protect local garment 
manufacturers, but to curb the protectionist tide in the U.S., and he said "We 
should help make his job easier by encouraging local textile businesses to 
export high-quality apparel rather than dumping low-cost products.” 
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NUCLEAR POWER GENERATORS IN IAEA SAFEGUARD SYSTEM 
0W141027 Taipei CNA in English 0936 GMT 14 Dec 85 


[Text] Taipei, 14 December (CNA)--All 17 nuclear power generator units in the 
Republic of China have been included in a nuclear safeguard system of the 
International Atomic Energy Agency, a government official in charge of nuclear 
energy affairs said Saturday. 


Dr. Yen Chen-hsing, chairman of the Atomic Energy Council, said the Republic 
of China took part in the international system in accordance with a reciprocal 
safeguard agreement between ROC and the International Atomic Energy Agency and 
a three-way accord among ROC, U.S., and IAEA. 


Yen made the remarks Saturday at the Legislative Yuan while reporting on AEC's 
operations in 1985. 


He said the Peiping regime, after becoming a member of the International 
Atomic Energy Agency on 1 January 1984, has tried every possible means to 
undermine the relations between ROC and International Nuclear Energy 
Community. Red China has since then established atomic energy cooperation 
agreements with the United States, West Germany, France, Britain and Japan. 


To cope with the challenge, Yen said officials of his council, in cooperation 
with the Ministry of Foreign Affairs, have been in close touch with IAEA and 
world atomic energy experts to watch Peiping's behavior in this respect. 


As for cooperation on nuclear power technology between the Republic of China 
and the United States, Yen said a committee on nuclear power cooperation for 
civil use has been set up between the two nations. The ROC is also taking 
part in a research program regarding severe nuclear hazards sponsored by the 
National Regulatory Commission of the United States. 


Besides the United States, Yen said the Republic of China is stepping up 
nuclear technological exchanges with Japan, South Korea and France. 
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EXECUTIVE YUAN REVEALS FREE TRADE ZONE PLANS 
0W170407 Taipei CNA in English 0237 GMT 17 Dec 85 


[Text] Taipei, 16 December (CNA)--The Government is determined to gradually 
push ahead with the establishment of a free trade zone [FTZ] in this nation in 
an effort to promote liberalizing its economy, the Executive Yuan said Monday. 


The Yuan made the remark in a written reply to interpellations by a group of 
legislators led by Kuo Jung-tsung. The lawmakers were posing questions on 
issues related to opening a free trade zone in this nation. 


According to a report by the Bechtel Corporation of the United States, a world 
renowned engineering consulting firm, establishing a free trade zone is 
absolutely needed in this nation as it is stepping up efforts in pursuing the 
liberalization and internationalization of the domestic economy, the Yuan 
said. Bechtel was earlier commissioned by the ROC Government to study the 
feasibility of opening the FTZ here. 


Moreover, a recent evaluation by concerned government agencies shares the same 
view with Bechtel, the Yuan added. 


However, the Yuan said, it is very hard for the Government to open the FTZ 
immediately because of national security reasons and other problems in 
carrying out the overall liberalization of the monetary system, of exports and 
imports and of entrance and exists procedures for all people coming to or 
leaving this country. 


The Yuan said it will gradually move toward the goal of setting up the FTZ by 
initiating more liberalizing measures for the current three export processing 
zones, which are substantially operating with most of the necessary functions 
in an FITZ. 


The Yuan said that a task force set up earlier by the Investment Commission of 
the Economics Ministry, after in-depth study, has furnished a report on the 
possibility of opening more export processing zones in this nation. The 
report has been sent to the Council for Economic Planning and Development for 
further screening, it added. 


As to whether the Government should set up an FTZ in eastern Taiwan, the Yuan 
said that it will carefully study this issue before making any decision. 
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TAIWAN 


TAIWAN TO OPEN INTERNATIONAL TRADE EXHIBITION CENTRE 


HKO50833 Hong Kong SOUTH CHINA MORNING POST (BUSINESS NEWS supplement) in 
English 5 Dec 85 p 3 


[By Paul Sham] 


[Text] Taiwan will open a new trade exhibition centre on 1 January as part of 
its challenge to rival Hong Kong and other Asian cities in tapping the booming 
Asia-Pacific markets. 


The centre, which will form part of a U.S. $500 million complex to be known as 
the Taipei World Trade Centre, is also designed to cater for the expanding 
local market for foreign products. 


A convention centre, hotel and office block are to be opened at the same 
location in 1988 to complete the World Trade Centre project. 


Observers in Hong Kong, however, doubt that the Taipei Centre will be able to 
achieve all its goals because it will lack some of the advantages enjoyed by 
its rivals. 


Covering an area of more than 46,780 square metres, the seven-storey 
exhibition centre has a main hall capable of holding 1,330 short-term 
exhibition booths. Form the second to the seventh floors, there are 1,068 
showrooms for displays of exports and imports. 


The exhibition centre, which is funded by the Taiwan Government and operated 
by the China External Trade Development Council (CETDC), is expected to draw 
150,000 overseas buyers and 500,000 local traders each year. 


{Word indistinct] plans to mount about 30 trade shows a year. Other promotion 
activities will be staged by various trade associations. 


According to a spokesman for the Free China Review, an unofficial branch 
office in Hong Kong of Taiwan's Government Information Office, the centre has 
a big godgraphical advantage. 


He pointed out Taiwan lies at the centre of an area with Japan and Korea at 
its north and Southeast Asia at the South. 
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In addition, Taiwan's drive to open its markets to foreign countries and its 
improving living standards provide a huge domestic demand which make large- 
scale exhibitions a necessity. 


Mr. Song Yong, general manager of China Advertising Co, which handles bookings 
for Hong Kong Exhibition Centre, said the Taipei Centre could have only a 
slight effect on the one here. “Besides catering for the domestic market,” 
said Mr. Song, “exhibitions here generally have an eye on transshipment and to 
a large extent focus on the market in China.” 
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CHINA POST ON ASIAN DEVELOPMENT BANK MEMBERSHIP 
OW180804 Taipei CHINA POST in English 14 Dec 85 p 4 
{[Editorial: "U.S. Senate Resolution on ROC's ADB Membership? |] 


[Text] The United States Senate resolution on the Republic of China's 
membership in the Asian Development Bank [ADB] should help ensure the ROC's 
[Republic of China] rights and privileges in that institution. 


The Senate resolution was attached to the appropriation bill on 11 November 
stating that none of the Republic of China‘s rights and privileges should be 
harmed, or else the United States would refuse to contribute any funds to that 
institution. 


A similar version of the Senate resolution was approved by the House of 
Representatives laet week with the same wording. As there is no difference 
between both branches of Congress on this point, it has survived the House- 
Senate conference without changes. Presumably, the bill has been signed by 
President Ronald Reagan and become law. 


Thus, the resolutions approved by the U.S. Congress should effectively protect 
our membership rights and privileges in the ADB. Based on those resolutions, 
there is no excuse for the ADB authorities to yield to the unreasonable 
requests which might be advanced by the Peking regime. They should advise the 
Peking regime not to make any demands on the ADB authorities to compromise or 
harm any member's existing status. 


The Chinese Communist attempts to isolate the Republic of China from the 
international community should be decisively halted and defeated. Such 
attempts have already caused much harm to the international status of the 
Republic of China by the tolerant attitude of certain leading nations, without 
ralizing the harm inflicted upon the Republic of China. It was especially 
disturbing in IMF and World Bank. The recent controversary about the ROC's 
application to enter the Asian games is also one such instance. 





It is hoped that the Reagan administration will take notice of the recent 
Congressional Resolutions on the ROC's membership in the ADB and advise the 
Peking regime not to create any problems in its desire to join the ADB. It 
should do so without any strings attached. Otherwise, it should stay out of 
the ADB. The American people have expressed their views on this important 
issue and the Reagan administration should act accordingly without deviation. 
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IMPORT SURCHARGE REMOVED-—-Taipei, 18 December (CNA)--The Executive Yuan 
decided Tuesday to revise the current taxation basis by removing the five 
percent surcharge on imported products. According to the prevailing custom 
law, all import tariffs are calculated on the basis of CIF prices, plus a five 
percent import surcharge. The decision was made in an executive Yuan meeting 
for the screening of a revision of the custom law proposed by the Ministry of 
Finance. The new taxation calculation basis will become effective starting 
January next year if it is passed by the Legislative Yuan. A finance 
official, who preferred anonymity, said that the removal of the import 
surcharge was one of the agreements the nation had reached with the United 
States in a recent trade consultation talk in Washington D.C. In addition to 
cancelling the import surcharge, the Finance Ministry also proposed revision 
of Article 8 of the Custom Law by adding a stipulation that all invoices must 
carry the receiver's name and address. [Text] [Taipei, CNA in English 0942 
GMT 18 Dec 85 OW] /12913 


DEFENSE INDUSTRY SUPPORT URGED-—-Taipei, 18 December (CNA)--The Foundation for 
the Development of Defense Industry has called for more public support of its 
research and development programs in an effort to lay a solid foundation for 
this nation's defense industry. Soong Chang-chih, chairman of the foundation, 
made the call in a report to a joint meeting of the Legislative Yuan's 
Committees on Budget, National Defense, Finance and Economic Affairs 
Wednesday. Soong, who is also defense minister, said that since its 
establishment in February 1979, the foundation has made great achievements in 


the cultivation of hi-tech specialists, introduction into this nation of 
advanced technologies from abroad and in the research and development on tne 


production of new weapons and military equipment. Soong said that these 
remarkable achievements were made because of the full support rendered by the 
government, the private sector and academic institutions here. Due to their 
joint efforts, Soong added, not only has this nation's defense been greatly 
strengthened but the technical level of the defense-related industries here 
has also been heightened highly. Soong also called for a greater public role 
in the foundation's research and development programs so as to establish a 
self-sufficient defense industry for this nation as soon as possible. [Text] 
[Taipei CNA in English 0238 GMT 19 Dec 85 OW] /12913 
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BEER PRODUCERS TO COMPETE--Washington, 6 December (CNA)--The U.S. beer 
producers welcome and are encouraged by the decision of the ROC to lift the 
monopoly of the Taiwan Tobacco and Wine Monopoly Bureau of the ROC market to 
allow them to compete in the open market beginning January next year. A 
member of the American Institute in Taiwan (AIT) said Friday that the decision 
of the ROC Government passes an “encouraging and positive” signal to the 
American beer industry. Having looked for the Taiwan market for a long time, 
he added, the American beer producers are taking aggressive measures for their 
beer to move into Taiwan. For the first time, the U.S. beer, wine, and 
cigarette companies will attend the “U.S. Products Exhibition '86,” which is 
scheduled to be held in Taipei from 24-29 March, showing great interest and 
confidence in the potential market closed to them before. With the 
participation of over 200 U.S companies from computer, service industry to 
wine and cigarette, the exhibition is regarded as one of the most significant 
occasions for those companies to have major promotions of their products in 
the ROC. /12913 


COUNCIL STEPPING UP EFFORTS--Taipei, 5 December (CNA)--The China External 
Trade Development Council, [CETDC] the major external trade promoter of the 
Republic of China, will sign cooperation agreements with eight more foreign 
agencies this fiscal year to promote exports from Taiwan. According to CETDC 
Secretary General Chiang Ping-kuen, two more CETDC offices and two new 
exhibition centers will also be added in FY 1986. Reporting at the 
Legislative Yuan Thursday, Chiang said his council will organize 75 trade 
missions in the current fiscal year to visit foreign markets for the promotion 
of Taiwan-made products. Chang Kwang-shih, chairman of CETDC who also 
reported CETDC operations at the same occasion, said one of the major tasks of 
CETDC is to build a new image for made-in-Taiwan products. To further expand 
sales to Japan and to narrow the persistent trade imbalance between the two 
nations, Chiang said, 12 trade missions sponsored by CETDC will visit Japan in 
FY 1986. The CETDC is also talking Japan into organizing 45 purchasing 
missions to Taiwan in the following year. CETDC maintains 22 offices and 24 
exhibiticn centers in major cities in the world. [Text] [Taipei CNA in 
English 1023 GMT 5 Dec 85 OW] /12913 





SHOE IMPORT QUOTAS--Taipei, 5 December (CNA)--The Taiwan Footwear Manufacturer 
Association (TFMA) and the Industriale de La Chaussure de France Federation 
Nationale (ICFFN) reached an agreement on French quotas for imported Taiwan 
shoes over the next three years. The agreement will go into effect from next 
January, according to a TFMA member. According to the agreement, locally-made 
shoes will be divided into F1-F6 categories. Total imports for the next three 
years have been set at 13.5 million paris for 1986, 13.913 million paris for 
1987, and 14,332 million paris for 1988. The annual growth rate has been 
fixed at three percent. In addition, it was decided that the quotas for 
categories F1-F4 can be interchanged or shifted for marketing or business 
reasons, but this must be agreed upon by both parties. The interchange or 
shifting of quotas for categories F5 and F6 can be done only by the TFMA with 
prior notification given to ICFFN. [Text] [Taipei CNA in English 0306 GMT 5 
Dec 85 OW] /12913 
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TARIFF RATES LOWERED--Taipei, 5 December (CNA)--The Customs Import Tariffs 
Commission of the Ministry of Finance (MOF), in reviewing the draft revision 
of the customs import tariffs, has tentatively decided to reduce the highest 
nominal tariff rate from 75 percent to 65 percent. For some special cases 
exceptions will be made. For a few import items, adjusting the highest : 
nominal tariff rate will involve dramatic changes in their tariff structures. 
Therefore, the commission has made it clear that it may be necessary for the 
MOF to tentatively maintain the current 67.5 percent nominal tariff rate for 
these items, according to an MOF official. The commission has also decided to 
lower the import tariff rates on 935 items, to impose a 2.5 percent tax on the 


import of gold, and to decrease the real tariff rate from 7.7 percent to 5 
percent within five years. /12913 


EASIER PRIVATE INVESTMENT URGED--Taipei, 17 December (CNA)--The government 
should loosen restrictions to encourage direct private investments in Europe 
to break the non-tariff barriers, the Board of Foreign Trade [BOFT] says in a 
study report. The strong value of the new Taiwan dollar in the European 
monetary market will benefit businesmen's direct investments there, the BOFT 
report says. BOFT submitted the report to the Ministry of Economic Affairs 
late last week. The European Economic Community has lowered import tariffs 
mostly on technological and capital-intensive products as their member 
countries are intentionally protecting their labor-intensive industries to 
sustain employment, it points out. EEC countries have set import quotas only 
in terms of volume. To take advantage of this, BOFT is urging domestic 
industries to develop high quality goods to raise the value of this nation's 
exports to Europe. European traders are in favor of a greater variety of 
imports but lesser volume. In addition, exports of products to Europe in 
small volume with various designs will not be affected by their quota systems, 
the report says. Industries here, it says, should diversify their products to 
meet the European markets’ demands. [Text] [Taipei CNA in English 0257 GMT 
18 Dec 85 OW] /12913 


NO DIRECT TELEPHONE LINK--The ROC's [Republic of China's] International 
Telecommunications Administration said in a statement: Direct phone calls 
with the Chinese mainland are not made. It denies a Hong Kong newspaper story 
that reports direct phone calls between Taiwan and the Chinese mainland. The 
English-language SOUTH CHINA MORNING POST published in Hong Kong said in a 
dispatch from Amoy in Fujian Province that calls have been made through the 
international direct-dialing system which permits calls to be connected 
without assistance of operators. The IIT, an agency of the Directorate 
General of Telecomminications, cites the ROC Government policy of no mail, no 
shipping, and no trade with the Chinese Communists. It refuted the direct 
phone contact allegation. [Text] [Taipei International Service in English 
0200 GMT 18 Dec 85 OW] /12913 
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